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MONDAY,   MARCH  30,   1953 

United  States  Senate, 
Senate  Permanent  Subcommittee  on 

Investigations  of  the  Committee 

on  Government  Operations, 

Washington,  D.  C. 

The  subcommittee  met,  pursuant  to  Senate  Resolution  40,  agreed  to 
January  30,  1953,  at  10 :  30  a.  m.,  in  room  357  of  the  Senate  Office 
Building,  Senator  Joseph  R.  McCarthy,  chairman,  presiding. 

Present:  Senator  Joseph  R.  McCarthy,  Republican,  Wisconsin; 
Senator  Karl  E.  Mundt,  Republican,  South  Dakota;  Senator  Everett 
M.  Dirksen,  Republican,  Illinois ;  Senator  Charles  E.  Potter,  Repub- 
lican, Michigan ;  Senator  John  L.  McClellan,  Democrat,  Arkansas. 

Present  also:  Francis  D.  Flanagan,  general  counsel;  Robert  F. 
Kennedy,  assistant  counsel ;  Ruth  Young  Watt,  chief  clerk. 

The  Chairman.  The  committee  will  be  in  order. 

Several  weeks  ago  this  subcommittee  initiated  an  investigation  of 
the  trade  by  the  free  western  nations  with  Soviet  bloc  countries, 
including  Red  China.  The  first  objective  of  the  subcommittee  in  this 
inquiry  is  to  ascertain,  if  possible,  the  extent  and  type  of  the  trade 
which  is  being  carried  on  between  the  free  world  and  the  Soviet  bloc 
and  to  determine  what  steps  have  been  or  are  being  taken  to  restrict 
this  trade. 

Several  Government  agencies,  including  the  Mutual  Security 
Agency,  the  State  Department,  the  Department  of  Defense,  and  the 
Commerce  Department  are  and  have  been  working  on  various  phases 
of  this  problem.  Mr.  Stassen,  as  Mutual  Security  Director,  has  the 
primary  responsibility  for  administering  the  Battle  Act,  which  re- 
stricts the  now  of  strategic  materials  to  the  Soviet  bloc,  and  also 
serves  as  coordinator  of  the  efforts  of  the  other  interested  Government 
agencies  which  are  working  on  this  problem. 

Therefore,  since  our  investigation  has  started,  subcommittee  repre- 
sentatives have  worked  closely  with  Mr.  Stassen  and  his  staff  and 
wish  to  point  out  that  we  have  received  complete  cooperation  from 
these  officials. 

Mr.  Stassen  and  Mr.  Frank  C.  Nash,  Assistant  Secretary  of  Defense, 
are  the  witnesses  scheduled  for  today's  hearing.  A  considerable 
amount  of  the  information  and  material  concerning  the  problem  of 
East- West  trade  is  of  necessity  classified.  These  witnesses,  however, 
will  acquaint  the  subcommittee  with  the  nature  of  the  problem  and 
will  inform  us  as  to  the  steps  which  have  been  taken  or  are  contem- 
plated by  our  Government  to  restrict  this  Communist  trade.  They 
will  also  discuss  the  effect  of  restrictions  of  this  trade  upon  the  eco- 


2  CONTROL    OF    TRADE    WITH    THE    SOVIET    BLOC 

nomic  and  military  potential  of  the  Soviet  bloc.  In  this  regard,  the 
subcommittee  is  particularly  interested  at  this  time  in  trade  with 
North  Korea,  Red  China,  and  the  other  Soviet-controlled  ports  in 
the  Far  East.  This  interest  arises  from  the  fact  that  Communist 
China  is  the  area  which  is  furnishing  many  of  the  men  and,  together 
with  Russia,  most  of  the  supplies  now  being  used  by  the  Communist 
aggressors  in  North  Korea. 

Mr.  Stassen  and  Mr.  Hansen,  will  you  step  forward? 

STATEMENTS  OF  HAROLD  E.  STASSEN,  DIRECTOR  FOR  MUTUAL 
SECURITY,  AND  KENNETH  R.  HANSEN,  ACTING  DEPUTY 

Mr.  Stassen.  Good  morning,  Senator. 

Mr.  Nash  is  here,  too. 

The  Chairman.  We  will  want  to  call  Mr.  Nash  later. 

Mr.  Flanagan,  I  note  a  story  of  yours  in  the  New  York  paper  quot- 
ing, an  unnamed  high  official  who  commented  upon  the  agreement  we 
got  with  certain  Greek  nationals  to  restrict  the  trade  of  Greek-owned 
ships,  some  of  them  bearing  the  British  flag,  some  of  them  the  Alger- 
ian flag,  and  various  other  flag  vessels.  I  wonder  if  you  would  dis- 
cuss that  with  Mr.  Hansen  ? 

Mr.  Flanagan.  Mr.  Hansen,  will  you  give  your  full  name  and 
official  position  for  the  record? 

Mr.  Hansen.  Kenneth  R.  Hansen,  Acting  Deputy  Administrator 
of  the  Mutual  Defense  Assistance  Control  Act. 

Mr.  Flanagan.  And  your  duties  in  that  position  are  to  assist  in 
coordinating  our  efforts  to  restrict  Communist  trade.     Is  that  correct  ? 

Mr.  Hansen.  That  is  correct. 

Mr.  Stassen.  Mr.  Hansen  is  my  deputy,  Mr.  Chairman,  acting  in 
this  particular  responsibility,  under  my  direction,  as  Director  for 
Mutual  Security. 

Mr.  Flanagan.  Mr.  Hansen,  you  and  I  have  had  some  discussions 
in  the  last  day  in  connection  with  the  effect  of  this  voluntary  agree- 
ment with  certain  Greek  shipowners,  that  they  have  entered  into  and 
are  possibly  entering  into  in  London.  Now,  based  on  the  information 
that  you  have  so  far  been  able  to  gather,  can  you  tell  us,  percentage- 
wise, the  effect  that  this  agreement,  if  it  is  lived  up  to,  will  have  upon, 
number  one,  shipping  to  China,  total  shipping? 

Mr.  Hansen.  On  total  shipping  to  China,  it  is  very  difficult  at  the 
present  moment  to  make  any  analysis  of  that.  That  derives  from, 
number  one,  an  incomplete  understanding  of  the  full  context  of  the 
agreement.  My  understanding  of  the  agreement  is  that  it  is  not 
applicable  until  either  the  present  charter  parties  under  which  these 
ships  are  operating  run  out  or  until  the  Greek  owners  so  decide  to 
make  them  applicable. 

However,  on  the  basis  of  the  preliminary  review — and  this  would 
be  in  comparison  with  1952 — we  would  estimate  that  in  respect  of  the 
ship  union  in  the  United  States,  if  they  live  up  to  the  agreement, 
as  you  have  furnished  us  a  copy,  perhaps  17  ships  under  Greek  flag, 
which  were  involved  in  the  intrabloc  trade,  that  is,  trade  in  the 
European  Soviet  bloc,  between  Soviet  bloc  ports,  might  be  withdrawn. 

The  Chairman.  First,  if  you  can,  and  I  know  it  is  impossible  to 
give  us. exact  figures,  give  us  a  rough  estimate  of  the  effect  this  will 
have  on  the  trade  with  China  and  the  Soviet  bloc  nations  percentage- 
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wise ;  in  other  words,  the  percentage  of  the  total  trade  going  on  with 
Ked  China  as  of  today. 

Mr.  Hansen.  It  is  a  very  difficult  figure  to  give,  since  actually  the 
figures  of  involvement  of  Greek-owned  shipping  change  from  day  to 
day  in  respect  to  the  arrivals  of  ships.  We  have  to  look  at  two  differ- 
ent figures,  basically.  One  is  the  involvement  figures;  that  is,  the 
number  of  vessels  that  call  at  these  ports.  The  second  figure  would 
be  the  number  of  vessels  actually  engaged,  in  terms  of  repeated 
voyages. 

The  Chairman.  The  figures  the  Greek  owners  gave  us  were  242 
ships,  206  owned  by  the  New  York  Greek  Ship  Owners  Committee, 
and  36  by  Stavros  Livanos,  and  they  gave  the  total  dedicated  tonnage 
as  about  2%  million  tons.  They  have  agreed  to  take  those  ships,  as 
you  understand,  out  of  the  trade  with  China,  North  Korea,  and 
trade  within  Communist  nations. 

Does  that  figure  of  2%  million  tons  sound  like  a  reasonable  figure 
to  you  ? 

Mr.  Hansen.  It  sounds  like  a  reasonable  figure  of  the  actual  ship- 
ping which  is  controlled  by  this  particular  shipping  group  through 
an  agreement  that  they  have. 

Mr.  Flanagan.  Now,  Mr.  Hansen,  on  that  very  point,  you  and 
I  had  a  discussion  within  the  last  20  or  30  minutes.  Now,  percentage- 
wise, what  percentage  of  total  trade  now  going  into  China  do  you 
believe  will  be  affected  by  these  Greek  agreements?  We  are  talking 
about  all  flags  that  they  control.  As  you  know,  they  control  Greek, 
British,  and  other  flags. 

Mr.  Hansen.  Yes. 

Mr.  Stassen.  Wait  a  minute.  Are  the  agreements  covering  the 
Greek  shipowners — have  you  concluded  them  in  London  ? 

Mr.  Flanagan.  No  ;  but  we  expect  them  to  be  concluded. 

Mr.  Stassen.  Mr.  Chairman,  may  I  make  a  point  ?  If  you  wish  to 
talk  to  my  deputy,  then  I  wish  you  to  get  the  facts  very  clear  on 
which  you  are  asking  my  deputy  to  answer  questions,  and  if  the 
facts  are  clear,  my  deputy  can  answer  any  question  you  wish. 

The  Chairman.  You  asked  whether  this  covers  British  ships.  It 
covers  17  British  ships  as  of  today.  We  are  now  working  with  the 
London  group  to  see  if  we  cannot  take  another  150  ships  out  of  the 
trade.  That  will  cover  additional  British-flag  vessels,  and  vessels  of 
the  flags  of  other  nations.  The  agreement  concluded  Friday  covered 
17  British-flag  vessels. 

Mr.  Stassen.  If  you  wish  our  evaluation  of  what  the  effect  of  this 
is,  if  that  is  what  you  wish  from  our  Department,  then  I  would 
like  to  know  whether,  in  the  course  of  these  agreements,  you  have 
agreed  to  discontinue  an  investigation  of  these  Greek  shipowners. 

Mr.  Flanagan.  Absolutely  not. 

The  Chairman.  Just  a  minute,  Mr.  Stassen.  It  is  no  concern  of 
yours  how  we  got  this  agreement.  We  are  asking  you  for  an  evalua- 
tion of  the  effect  on  the  trade  with  China  and  the  other  countries. 

Mr.  Stassen.  It  is  a  concern,  Senator. 

The  Chairman.  I  can  see  that  it  is  no  concern  to  you  personally 
in  this  evaluation.  You  may  have  a  concern  otherwise  of  which  we 
will  be  glad  to  give  you  the  complete  picture,  but  we  are  now  merely 
asking  for  an  estimate  of  the  effect  upon  the  trade  with  China.  Now, 
if  you  must  know  the  details  of  how  the  agreements  were  arrived 
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at  in  order  to  determine  what  effect  taking  2%  million  tons  out  of 
that  trade  will  have,  we  will  be  glad  to  give  you  that  confidentially, 
not  here  before  the  microphones. 

Mr.  Stassen.  Senator,  the  reason  that  it  is  essential  in  evaluating 
what  the  effect  is  on  this  China  shipping  situation  is  that,  as  I  told 
you  in  our  informal  conference  10  days  ago,  we  were  moving  in  on 
this  Greek  shipowner  situation,  in  the  case  of  these  ships  which  have 
been  in  the  past  one  of  the  carriers  to  the  China  ports.  And  they 
have  been  one  of  the  serious  and  important  carriers.  And,  of  course, 
from  our  standpoint,  moving  on  these  situations,  it  does  have  a  very 
major  effect  if,  under  this  statement  that  they  gave  to  you,  you  thence 
give  these  Greek  shipowners  a  commendation,  as  you  did  in  your  press 
release.  Because  that  undermines  our  enforcement  that  we  are  trying 
to  carry  on,  and  that  we  explained  to  you  in  this  informal  confer- 
ence 10  days  ago,  instead  of  helping  our  enforcement.  And  that  is 
why  our  evaluation  is  so  important  in  relationship  to  what  has  hap- 
pened here. 

The  Chairman.  Mr.  Stassen,  you  say  it  undermines  your  attempt 
to  knock  off  shipping  to  Communist  China  if  we  commend  individuals 
who  come  in  and  voluntarily  agree  to  discontinue  all  shipping.  I 
frankly  feel  that  by  commending  those  who  do  this  patriotic  thing, 
we  are  helping  you  to  make  similar  agreements  with  other  nations. 
I  think  the  British  shipowners,  the  French,  the  Italians,  might  well 
follow  the  example  set  by  these  Greek  shipowners.  If  you  think  that 
it  impairs  your  ability  to  negotiate  with  Britain,  for  example,  because 
the  Greeks  have  done  what  we  wanted  them  to  do  for  years,  I  would 
like  a  full  explanation  of  it. 

Mr.  Stassen.  Yes.  I  will  give  you  an  explanation  of  it,  Senator, 
because  it  is  so  tremendously  important  when  we  are  working  on  a 
matter  as  vital  as  this  in  the  world  situation,  that  we  do  understand, 
in  both  branches  of  the  Government,  how  we  are  working,  what  we 
are  seeking  to  accomplish,  and  what  cooperation  back  and  forth  is 
needed  if  we  are  to  get  the  results  that  we  have  as  our  objective. 

Now,  we  have  a  number  of  problems  in  this  whole  control  of  East- 
West  trade.  One  involves  the  actions  of  governments.  And  there  are 
78  million  tons  of  merchant  shipping  in  the  free  world.  So  the  only 
way  you  can  stop  that  78  million  tons  is  to  get  the  agreement. 

The  Chairman.  Mr.  Stassen,  may  I  interrupt?  If  I  misquote  you, 
we  will  get  your  testimony.  Ten  days  ago  you  were  before  this  com- 
mittee, and  you  told  us  that  you  could  deal  with  the  governments. 
You  advised  us  to  deal  directly  with  the  shipowners.  And  if  you 
question  that,  we  will  get  your  testimony.  I  cannot  quite  understand 
your  statement  now  that  when  we  deal  directly  with  the  shipowners 
and  when  we  get  an  agreement  to  knock  off  this  Communist  trade  and 
when  we  commend  someone  for  it,  you  seem  to  think  there  is  some- 
thing wrong  in  commending  them  for  it. 

Mr.  Stassen.  I  am  enlarging  on  that  very  point  right  now. 

The  Chairman.  Do  you  question  the  fact  that  you  did  tell  us  the 
other  day — I  think  this  is  important — that  you  did  advise  us  the  other 
day,  that  we  should  deal  directly  with  the  shipowners? 

Mr.  Stassen.  No,  Senator,  I  did  not  say  that  to  you.    I  said  if  you 

wanted  to  be  cooperative  and  helpful,  you  could  help  us  in  bringing 

out  the  facts  on  these  individuals  who  were  not  living  in  their  home 

countries,  and  operated  somewhat  beyond  the  laws  of  all  nations;  be- 
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cause  in  those  situations  around  the  world  were  some  of  our  most 
difficult  problems  of  controlling  East-West  trade.  And  I  said  that 
in  these  cases  of  these  men  who  have  been  carrying  strategic  goods 
into  the  Soviet  Union,  or  slipping  it  through,  we  were  in  the  process 
of  closing  in  on  them  and  getting  all  the  facts  and  taking  such  action 
as  may  be  possible,  sometimes  the  concellation  of  a  ship  ownership, 
sometimes  a  tax  case  that  would  be  involved,  in  order  to  bring  en- 
forcement. 

If  these  Greek  shipowners  are  some  of  the  past  violators  and,  hav- 
ing profited  extensively  from  carrying  strategic  goods  into  the  Soviet 
area — if,  after  being  thus  these  extreme  violators,  they  are  to  be  ex- 
cused merely  on  the  promise  that  they  won't  do  any  more  of  it,  es- 
pecially if  their  own  government  has  since  then  passed  a  law  against 
it,  then,  as  I  say,  you  in  effect  undermine  and  are  harmful  to  our  effort 
to  really  close  down  on  this  East-West  trade.  And  that  is  tremen- 
dously important  if  we  are  to  work  together  for  the  same  objective  of 
closing  off  these  strategic  supplies  to  the  Chinese  Communists  and 
North  Korean  area. 

The  Chairman.  Just  so  you  will  have  the  position  clearly  in  mind, 
Governor :  I  know  you  are  trying  to  stick  strictly  to  the  facts.  You 
said  that  the  Greek  Government  has  already  passed  a  law  cutting 
off  these  shipments.  For  your  information,  that  is  correct.  The  law 
that  was  passed  would  affect  only  the  Greek  flag,  and  then  it  would 
only  affect  the  Greek  flag  in  shipping  to  China.  And  that  law  has  not 
yet'been  ratified  by  three  of  the  Ministers.  Am  I  correct  in  that  state- 
ment, Governor?    I  think  we  should  have  the  record  clear. 

Mr.  Stassen.  The  law  is  in  effect,  but  it  has  a  referendum  back  to 
the  Parliament.    You  will  find  that  in  my  statement  on  page  4. 

The  Chairman.  It  is  a  decree  of  the  Ministers  to  go  into  effect, 
but  it  must  be  ratified  by  the  Parliament ;  is  that  correct  ? 

Mr.  Stassen.  It  goes  into  effect  at  once,  but  then  it  must  be  ratified 
subsequently,  or  it  cannot  remain  in  effect.  And  the  present  Greek 
Government  is  a  strong  one,  with  strong  support  in  Parliament,  and 
there  appears  to  be  no  reasonable  question  that  the  Parliament  will 
back  up  the  government. 

The  Chairman.  Just  to  have  the  record  clear :  As  I  say,  I  know  your 
department  has  been  very  helpful  and  cooperative,  and  I  think  you 
have  been  certainly  moving  in  the  right  direction.  But  you  made  the 
statement — I  cannot  quote  your  language — that  the  law  passed  would 
have  the  same  effect  as  the  agreement  if  entered  into.  That  would 
have  no  effect  on  the  17  British,  34  Canadian,  88  Panamanian,  and  52 
Liberian  vessels.    Is  that  correct  ? 

Mr.  Stassen.  No,  and  the  Liberians  have  been  covered  previously, 
the  Canadians  have  not  been  involved,  and  the  British  have  been 
moving  since  the  conferences  which  Secretary  of  State  Dulles  very  ably 
led  with  Eden  here  a  few  weeks  ago. 

The  Chairman.  You  said  they  had  been  moving  ? 

Mr.  Stassen.  And  the  Panamanians  have  been  out  a  long  time  ago. 

When  did  the  Panamanians  go  out  ? 

Mr.  Hansen.  They  went  out  in  August  1951. 

Mr.  Stassen.  In  August  1951  the  Panamanians  were  barred  by  the 
Panamanian  Government. 

The  Chairman.  Let  us  take  these  17  British  ships  affected  by  the 
agreement.     There  are  many  other  British  flag  vessels.     Can  you  tell 
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us  now — do  you  have  any  idea — as  to  when  the  other  British  flag 
vessels  not  owned  by  the  Greeks  might  be  taken  out  of  this  trade  ? 

Mr.  Stassen.  I  think  they  are  going  out  right  at  this  time.  In 
other  words,  the  Eden-Dulles  talks  led  to  a  communique  and  a  policy  of 
the  governments  moving  in  this  way.  And  you  will  find  it  on  page 
3  of  my  statement. 

Has  the  committee  been  furnished  copies  ? 

On  page  3  of  the  draft,  you  will  find  the  communique,  where  I 
say: 

Under  the  outstanding  leadership  of  the  Secretary  of  State,  John  Foster  Dulles, 
a  series  of  successful  negotiations  have  been  consummated  in  recent  weeks  by 
the  State  Department. 

The  official  communique  following  the  United  Kingdom-United  States  talks 
in  Washington  reported  on  March  7,  1953  as  follows : 

"The  two  Secretaries  of  State  also  considered  the  far  eastern  situation.  They 
reaffirmed  the  importance  of  preventing  the  shipment  of  strategic  materials 
to  the  mainland  of  China.  Mr.  Eden  stated  that  Her  Majesty's  Government 
in  the  United  Kingdom,  in  addition  to  the  system  of  controls  already  in  force, 
had  decided — 

"(a)  To  introduce  a  new  system  of  licensing  vessels  registered  in  the  United 
Kingdom  and  Colonies  so  that  strategic  materials  from  non-British  sources  could 
not  be  carried  to  China  in  British  ships ; 

"(&)  To  take  additional  steps  designed  to  insure  that  no  ships  of  the  Soviet 
bloc  or  other  nationality  carrying  strategic  cargoes  to  China  should  be  bunkered 
in  a  British  port." 

The  Chairman.  Let  me  interrupt  you  again.  I  asked  you  when 
the  other  British-flag  vessels  would  be  taken  out.  You  said  they  are 
being  taken  out  now.  Is  that  your  testimony,  or  do  you  mean  that 
you  think  they  will  quit  carrying  strategic  materials? 

Mr.  Stassen.  Strategic. 

The  Chairman.  Is  it  your  testimony  that  you  are  working  toward 
getting  all  British-flag  vessels  to  discontinue  trade  with  Red  China? 

Mr.  Stassen.  We  are  working  to  close  out  all  trade  with  Red  China. 
Now,  the  three  objectives  of  our  present  action  are  stated  on  the  bot- 
tom of  page  2 : 

1.  Stop  the  flow  of  strategic  exports  to  any  part  of  the  Soviet  bloc  which 
would  in  any  material  degree  increase  the  warmaking  potential  of  the  Com- 
munist area. 

2.  So  long  as  Chinese  Communist  soldiers  are  fighting  the  United  Nations  forces 
in  Korea,  including  United  States  and  Republic  of  Korea  soldiers,  especially 
restrict  trade  with  Communist  China. 

3.  Endeavor  to  insure  that  nonstrategic  trade  of  free  nations  with  the  Soviet 
bloc  results  in  a  net  security  advantage  for  the  free  nations. 

4.  Maintain  a  close  and  friendly  relationship  between  the  free  nations. 

The  Chairman.  Will  you  let  me  interrupt  you,  Governor? 

The  question  is,  When  do  you  expect,  if  you  do  expect,  to  discon- 
tinue all  trade  by  British-flair  vessels  between  Soviet  bloc  nations 
and  Red  China?  ' 

Mr.  Hansen.  Soviet  block  nations  and  Red  China  '. 

The  Chairman.  All  trade.  The  reason  I  do  not  say  merely  stra- 
tegic material :  We  know  that  British-flag  vessels  have  been  carrying 
a  tremendous  amount  of  rubber  to  the  Soviet  bloc  nations  now.  So 
this  word  "strategic"  can  cover  a  multitude  of  sins. 

My  question  is.  Do  you  intend  to  do  the  same  thing  insofar  as 
all  other  British-flag  vessels  are  concerned  that  we  did  insofar  as 
the  17  are  concerned?  Do  you  think  that  is  good?  Have  you  been 
trying  to  do  that?  Do  you  think  that  is  bad,  and  are  you  not  going 
to  try  to  do  it  ? 
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Mr.  Stassen.  We  are  certainly  not  going  to  try  to  proceed  in  that 
manner  with  the  separate  owners,  if  that  is  what  you  mean.  But 
we  are  working  toward  this  end,  of  these  four  objectives.  And  it 
is  not  now  the  policy  of  this  Government,  in  either  the  congressional 
or  the  executive  branch,  to  try  to  stop  all  trade  of  all  kinds  with  the 
Soviet  bloc.  But  this  whole  question  is  now  being  studied  by  the 
National  Security  Council.  In  other  words,  all  the  interrelated 
matters  of  blockade  of  China,  of  restrictions  of  trade,  and  of  the  effect 
on  the  West  and  the  East  as  you  move  on  trade.  In  other  words, 
this  policy  is  decided.  The  policy  beyond  that  is  under  study  right 
now  by  the  National  Security  Council.  And,  of  course,  whatever 
comes  out  of  that  Council  decision,  and  whatever  action  Congress 
takes,  is  what  we  will  try  to  carry  out. 

Mr.  Flanagan.  Is  it  not  true,  Mr.  Stassen,  that  in  December  1951 
the  Government  of  the  United  States  embargoed  all  its  own  flag 
vessels  from  going  to  Red  China  ? 

Mr.  Stassen.  That  is  right. 

Mr.  Flanagan.  And  that  is  our  policy  as  far  as  our  Government 
is  concerned  on  our  own  ships  ? 

Mr.  Stassen.  On  our  own  ships,  that  is  correct. 

Mr.  Flanagan.  Is  it  not  true  that  the  Greek  Government,  on 
March  23,  embargoed  their  flagships  from  going  to  China? 

Mr.  Stassen.  That  is  right. 

Mr.  Flanagan.  Now,  my  question  is,  Is  there  any  effort  being  made 
by  any  branch  of  the  United  States  Government  to  embargo  British- 
flag  vessels  from  going  to  Chinese  ports,  to  which  Greek  and  American 
ships  cannot  go  ? 

Mr.  Stassen.  Yes. 

Mr.  Flanagan.  Are  we  making  any  progress  ? 

Mr.  Stassen.  Yes. 

Mr.  Flanagan.  Have  the  British  indicated  that  they  would  keep 
their  flag  vessels  out  of  the  general  trade  exclusive  of  strategic? 

Mr.  Stassen.  They  have  indicated  thus  far,  as  the  communique 
indicates — and  it  relates  to  the  overall  trading  policy  that  is  now 
under  study  by  our  National  Security  Council.  Because  it  isn't  im- 
portant just  to  stop  one  country's  ships.  If  you  are  going  to  try  to 
stop  the  trade,  you  must  stop  all  countries'  ships.  Because  there  is  a 
great  amount  of  shipping  in  the  world,  and  any  one  of  the  merchant 
marine  shipping  countries  can  carry  all  the  trade  they  want.  So  you 
have  to  move  on  the  whole  front  to  be  effective,  and  we  are  moving 
successively. 

Mr.  Flanagan.  But  you  have  to  move  one  nation  at  a  time,  do 
you  not,  sir  ? 

Mr.  Stassen.  That  is  right. 

Mr.  Flanagan.  Now,  as  far  as  this  voluntary  agreement  that  the 
New  York  Greek  shipowners  signed  last  Friday :  They  said  that  they 
will  keep  15  British-flag  vessels  out  of  that  trade. 

Do  you  think  that  is  a  good,  or  a  bad,  move  ? 

Mr.  Stassen.  That  is  a  good  move  to  keep  15  ships  out  of  the  trade. 
But  if,  in  the  process,  you  do  not  follow  through  on  exposing  what  the 
Greek  shipowners  have  done  in  the  past,  then  the  sum  total  effect 
undermines  the  effort  that  I  am  now  trying  to  carry  out.  That  is  why 
our  cooperation  in  the  future  is  so  important. 
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Mr.  Flanagan.  I  think  the  record  should  be  clear  that  Senator 
McCarthy  stated  in  his  press  conference  on  Saturday  that  there  were 
absolutely  no  agreements  made  in  connection  with  this  matter. 

The  Chairman.  May  I  say  just  for  the  record,  so  that  it  is  absolutely 
clear:  This  committee  is  interested  in  the  trade  with  Communist 
China,  and  if  ships  are  no  longer  trading  with  Communist  China,  I 
have  very  little  interest  in  them.  If  the  British  would  take  their  flag 
vessels  out  of  the  trade  with  Communist  China,  I  would  have  no 
great  interest  in  that  matter.  There  are  ships  mortgaged  to  the 
United  States  Government  being  used  to  trade  with  Communist  China. 
We  originally  were  told  that  nothing  could  be  done  about  that.  After 
the  committee  proceeded  with  its  investigation,  it  was  discovered  that 
21  of  them  were  in  default,  had  been  declared  in  default. 

Now,  to  get  back  to  this  question,  Governor,  if  I  may:  Do  you 
have  any  hopes  of  any  embargo  by  the  British,  the  same  as  covers  the 
17  ships  in  this  agreement,  to  discontinue  all  trade  with  Communist 
China? 

Mr.  Stassen.  I  think  if  the  National  Security  Council  adopts  a 
policy,  and  if  the  Congress  supports  it,  of  restricting  all  trade,  we 
will  be  able  to  restrict,  by  agreement,  the  British  and  everyone  else  in 
that  respect. 

Mr.  Flanagan.  To  China,  sir  ? 

Mr.  Stassen.  To  China,  that  is  right. 

The  Chairman.  You  say  if  we  adopt  the  policy.  I  thought  even 
under  the  Acheson  government,  when  we  adopted  a  policy  of  em- 
bargoing all  United  States-flag  vessels,  we  then  had  adopted  that 
policy.  Is  it  your  testimony  that  we  have  a  policy  on  embargoing 
all  United  States-flag  ships  from  trading  with  Red  China,  but  as  of 
today  we  do  not  have  the  policy  that  our  allies  should  do  the  same  ?  If 
so,  I  would  like  to  know  why  the  difference  in  the  policy. 

Mr.  Stassen.  Because  the  question  of  moving  foodstuffs  and  non- 
strategic  goods  between  other  free  nations  can  only  be  moved  upon 
in  agreement.  In  other  words,  when  you  move  on  a  National  Secu- 
rity Council  policy  of  this  kind,  you  must  take  into  account  the  ques- 
tion of  getting  agreement  to  move  on  it,  so  that  it  can  be  effective,  so 
that  you  keep  the  friendly  growing  strength  and  cooperation  of  the 
rest  of  the  free  nations. 

The  Chairman.  Now  will  you  try  and  answer  my  question,  Gov- 
ernor ? 

Mr.  Stassen.  I  did,  Senator. 

The  Chairman.  The  question  was  this:  You  just  stated  that  if  we 
adopted  the  policy  of  opposing  all  shipments  to  Red  China,  then  ap- 
parently you  feel  the  British  might  go  along  with  that. 

Now,  as  I  stated  to  you,  I  thought  we  had  that  policy.  We  have 
that  policy  insofar  as  United  Slates-flag  vessels  are  concerned,  bar- 
ring all  United  States-flag  vessels  from  trading  with  Red  China. 

Do  I  understand  it  is  not  our  policy  to  try  and  get  our  other  allies 
to  do  likewise? 

Mr.  Stassen.  It  is  our  policy  to  endeavor  to  get  all  allies  to  stop 
trading  with  China.  But  your  original  question  was:  When  could 
we  get  that  done?  And  I  pointed  out  to  you,  which  is  the  correct 
thing,  that  this  whole  question  of  China  trade,  its  relationship  to  the 
Korean  war,  is  under  study  in  the  National  Security  Council  at  the 
present  time. 
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The  Chairman.  You  told  me,  Governor — we  can  read  the  testi- 
mony back — "if"  we  would  adopt  that  policy.  Now  you  tell  us  we 
have  adopted  the  policy.  Now  can  you  tell  us  when  you  think  we* 
might  be  able  to  get  those  British-flag  vessels  out  of  that  trade? 

Mr.  Stassen.  I  think  at  the  same  time  we  get  the  rest  of  them  out, 
if  we  get  them  all  out.  In  other  words,  it  does  not  do  any  good  to  get 
one  out,  unless  you  get  them  all  out. 

The  Chairman.  It  does  not? 

Mr.  Stassen.  No;  because  the  trade  simply  shifts.  If  you  have 
less  British  ships,  you  might  have  more  Norwegian  ships.  If  you 
have  less  Norwegian  ships,  you  might  have  more  Dutch  ships. 

Mr.  Flanagan.  On  that  point,  Governor,  are  you  not  pleased  with 
the  recent  agreement  with  the  Greeks  of  last  week  to  keep  their  ships 
out? 

Mr.  Stassen.  That  is  right,  because  that  is  a  part  of  trying  to  get 
all  governments.    And  that  is  on  strategic  goods,  you  recall. 

Mr.  Flanagan.  The  Greek  agreement  prevents,  does  it  not,  Greek 
ships  from  going  to  China  ports  ? 

Mr.  Stassen.  That  is  right.    The  exact  language  is  on  page  3  here. 

Mr.  Flanagan.  But  in  effect  the  Greek  agreement  is  that  Greek-flag 
vessels  shall  not  call  on  China  ports.    Is  that  not  correct  ? 

Mr.  Stassen.  That  is  right. 

Senator  McClellan.  Might  I  interrupt? 

May  I  inquire  whether  this  agreement  we  are  talking  about  with  the 
Greeks  has  been  made  public  as  a  document?  I  have  not  seen  it.  I 
would  like  to  see  a  copy  of  it. 

Mr.  Flanagan.  The  signed  copies  are  in  existence  and  on  the  way 
here.  We  have  the  text  of  this  here,  which  I  would  be  glad  to  read  into 
the  record. 

Senator  McClellan.  I  was  just  wondering  if  the  Governor  has  had 
made  available  to  him  the  text  of  that  agreement,  so  that  he  has  had 
an  opportunity  to  study  it  up  to  now. 

Mr.  Stassen.  You  see,  the  full  text  of  the  law  has  not  reached  here 
as  yet. 

Senator  McClellan.  I  am  talking  about  this  agreement  that  was 
obtained  from  the  Greek  shipping  interests.  Have  you  a  copy  of  that  ? 
Have  you  had  an  opportunity  to  study  it,  so  that  you  can  evaluate  it 
with  respect  to  how  it  will  affect  percentagewise  the  shipping  to  these 
Red  countries  ?    That  question  was  first  asked. 

Mr.  Stassen..  As  I  understand,  a  copy  of  a  statement  was  sent  ta 
Mr.  Hansen  of  my  staff  on  Saturday  noon. 

Senator  McClellan.  Is  that  statement  just  a  press  release  ?  Or  is 
it  a  copy  of  the  agreement? 

Mr.  Hansen.  I  received  a  carbon  copy  of  an  agreement  as  dictated 
to  Mr.  Kennedy  of  the  subcommittee  staff  over  the  telephone  from  Mr.. 
Kulukundis,  of  the  Greek  Ship  Owners  Association.  We  have  had  a 
very  short  time  to  look  at  this.  We  have  not  yet  come  to  an  evaluation 
of  what  it  might  affect.  We  have  analyzed  it  with  respect  to  the  fact 
that  it  does  go  beyond  the  present  agreements  with  the  various  gov- 
ernments in  two  respects. 

Senator  McClellan.  What  I  am  trying  to  do  is  to  get  this  proceed- 
ing in  the  proper  perspective  here  so  that  I  can  follow  it.  I  have  not 
seen  a  copy  of  the  agreement.  I  did  not  know  whether  you  had  had 
^>n  opportunity  to  thoroughly  evaluate  it. 
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The  Chairman.  Senator  McClellan,  I  think  there  are  some  questions 
that  Mr.  Flanagan  was  asking  Mr.  Hanson  when  Mr.  Stassen  made  a 
statement.  I  am  going  to  ask  Mr.  Flanagan  to  go  back  to  those  ques- 
tions and  ask  them  of  Mr.  Hansen,  not  Mr.  Stassen. 

Mr.  Flanagan.  Mr.  Hansen,  my  first  question  was  this:  Based 
on  the  information  now  available  to  you,  and  based  on  our  discus- 
sions, what  percentage  of  the  trade  now  going  on  with  China  do  you 
believe  will  be  eliminated  as  a  result  of  these  Greek  agreements? 

Mr.  Hansen.  As  a  result  of  the  agreement  that  you  have  cited  here 
with  Kulukundis? 

Mr.  Flanagan.  Yes,  sir. 

Mr.  Hansen.  The  best  estimate  I  have  at  the  present  time  is  that  in 
respect  of  Greek  ships  of  Greek  flag,  this  agreement  will  have  no  effect. 

Mr.  Flanagan.  You  can  go  into  the  details  later.  I  am  not  talking 
about  Greek  flag.  I  am  talking  about  the  entire  agreement,  which,  as 
you  know,  covers  many  flags. 

Mr.  Hansen.  I  will  have  to  cover  the  area  that  this  does  not  cover, 
or  which  covers 

Mr.  Flanagan.  Can't  you  answer  that  question  first  and  then  go 
back  and  cover  the  area  not  covered  ? 

Mr.  Hansen.  I  cannot. 

The  Chairman.  Mr.  Hansen,  you  have  been  working  with  Mr. 
Flanagan  on  this.  You  and  he  discussed  this  this  morning.  You 
made  an  estimate  as  to  the  amount  of  Red  China  trade  that  would  be 
eliminated.  Just  tell  us,  unless  you  have  changed  your  mind  since  you 
talked  to  him  this  morning. 

Mr.  Hansen.  I  did  not  make  an  estimate  this  morning  of  the  total 
amount  of  Greek  shipping  or  shipping  that  would  be  affected  by  this. 

Mr.  Flanagan.  Let  me  ask  you  this  question,  Mr.  Hanson.  At 
10:15  in  my  office,  after  you  discussed  this  matter  last  night  and 
I  told  you  to  try  to  get  the  figures,  did  you  not  advise  me  that  you 
felt  that  as  far  as  China  shipping  was  concerned  this  voluntary  agree- 
ment which  was  entered  into  by  the  Greek  shipowners  would  reduce 
shipping  to  China  by  approximately  35  percent? 

Mr.  Hansen.  No;  I  did  not.    I  made  this  statement 

The  Chairman.  Mr.  Hansen,  will  you  stand  up?  We  will  put  you 
under  oath. 

In  this  matter  now  in  hearing  before  the  committee,  do  you  solemnly 
swear  to  tell  the  truth,  the  whole  truth,  and  nothing  but  the  truth, 
so  help  you  God  ? 

Mr.  Hansen.  I  do. 

May  I  state  the  matter  as  I  informed  Mr.  Flanagan  this  morning? 

The  Chairman.  Will  you  ask  the  questions,  Mr.  Flanagan?  And 
we  will  get  the  answers  under  oath. 

Mr.  Flanagan.  Mr.  Hansen,  15  minutes  before  this  hearing  started, 
when  you  were  in  my  office,  and  Mr.  Kennedy  was  there  with  me,  and 
I  asked  you  to  give  me  an  estimated  percentage  of  the  trade  that 
would  be  cut  off  as  a  result  of  this  Greek  agreement,  this  voluntary 
Greek  agreement,  did  you  not  tell  me  that  your  best  estimate  at  that 
time,  without  going  into  all  the  facts,  was  35  percent? 

Mr.  Hansen.  No,  sir. 

Mr.  Flanagan.  What  did  you  say,  then? 

Mr.  Hansen.  I  will  tell  you  exactly  what  T  said.  I  said  that  out 
of  this  agreement  that  you  have  made  with  these  shipowners,  of  the 
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present  estimated  ships  under  British  registry,  Greek-owned  ships, 
that  it  would  be  approximately  35  percent  of  those  ships  that  would 
be  taken  out  of  the  China  trade  by  this  agreement ;  that  as  far  as  the 
Greek-registered  ships,  Greek-flag  ships  owned  by  these  owners,  they 
are  taken  out  by  Greek  law  already;  that  insofar  as  the  intrabloc 
shipping,  which  your  agreement  covers,  which  other  agreements,  legal 
agreements,  do  not  cover,  you  are  taking  out  approximately,  from  the 
British-registered,  Greek-owned  shipping,  approximately  15  ships 
out  of  a  possible  number  of  around  34. 

I  told  you  further  that  I  did  not  know  how  many  Panamanian, 
Liberian,  or  Honduran  ships,  Greek-owned,  might  be  taken  out  of 
intrabloc  shipping  for  this  purpose.    And  that  is  the  truth. 

Mr.  Flanagan.  That  is  not  as  I  understood  it,  sir,  nor  as  Mr.  Ken- 
nedy understood  it.    But  I  will  continue  further  with  my  questioning. 

The  Chairman.  Mr.  Flanagan,  may  I  ask  you  and  Mr.  Kennedy, 
who  were  present :  Did  Hansen  tell  you  this  morning  in  the  office  that 
this  agreement  entered  into  would  eliminate  approximately  35  per- 
cent of  the  present  trade  that  is  going  on  with  Red  China? 

Mr.  Flanagan.  With  Red  China.  And  40  percent  of  the  intra- 
bloc trade  that  is  going  on  worldwise. 

Mr.  Hansen,  do  you  have  any  idea  what  percentage  of  China  trade 
will  be  cut  off  by  this  agreement  ? 

Mr.  Hansen.  What  percentage  of  China  trade? 

Mr.  Flanagan.  Yes. 

Mr.  Hansen.  At  the  present  time,  the  only  percentage  that  I  can 
give  you  is  the  following :  That  there  were  roughly  40  British  regis- 
tered ships  that  actually  plied  back  and  forth  on  an  average  in  1952. 
Out  of  that,  the  Greek-owned  appeared  to  be  17.  Therefore,  I  came 
up  with  a  rough  percentage  figure  that  you  yourself  figured  as  to  how 
much  might  be  taken  out  of  the  China  trade  by  this  agreement.  I 
told  you  that  as  far  as  Liberian,  Panamanian,  and  Honduran  ships 
are  concerned,  as  well  as  Greek-owned  flag  vessels,  that  would  not  be 
affected  by  this  agreement. 

Now,  in  terms  of  intrabloc  shipping,  I  told  you  again 

Mr.  Flanagan.  Let's  stick  to  China  shipping.  My  question  is: 
What  percentage  of  the  shipping  with  China  will  be  cut  off  by  this 
agreement  ? 

Mr.  Hansen.  What  percentage  of  total  shipping  with  China? 

Mr.  Flanagan.  Yes. 

Mr.  Hansen.  Mav  I  put  that  into  two  contexts  ? 

Mr.  Flanagan.  Put  it  into  any  number  of  contexts  you  wish. 

Mr.  Hansen.  First  of  all,  I  do  not  know  how  much  in  gross  tonnage 
or  number  of  voyages  will  be  cut  off.  I  do  not  have  an  estimate  on 
that.  In  terms  of  the  ships  engaged  in  that  China  trade,  in  other 
words,  any  number  of  tons,  I  told  you  of  the  number  of  British  registry 
ships  you  would  cut  out,  approximately  17,  as  I  recall  it,  and  of  the 
Greek  registered  ships  you  would  cut  out  none  by  this  agreement 
because  the  Greek  law  has  cut  them  out  already. 

Mr.  Flanagan.  All  right,  then. 

Seventeen  out  of  forty  would  be  cut  out  of  the  trade.    Right  ? 

Mr.  Hansen.  Would  be  cut  out  of  the  British  trade. 

Mr.  Flanagan.  The  British  trade? 

Mr.  Hansen.  Yes. 
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Mr.  Flanagan.  And  the  British  are  now  carrying  on  how  much  of 
the  trade  with  China? 

Mr.  Hansen.  I  think  our  figures  for  1952  were  that  they  had  about 
60  percent  by  registry. 

Mr.  Flanagan.  And  that  trade  is  going  up  constantly,  is  it  not,  in 
comparison  with  other  nations;  percentagewise,  1  mean? 

Mr.  Hansen.  It  has  been. 

The  Chairman.  Will  you  try  and  go  back  now  and  answer  the 
question  ? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  Counsel  asked  you  the  simple  question  whether  you 
can  estimate  the  percentage  of  shipping  taken  out  of  the  China  trade 
by  this  agreement. 

If  you  have  no  idea,  tell  us.  If  you  can  give  us  that  information, 
give  it  to  us. 

Mr.  Hansen.  I  have  no  idea  in  the  total  amount  at  the  present 
moment.     I  can  give  it  to  the  committee  later. 

The  Chairman.  Do  you  have  any  idea  at  this  time  as  to  the  amount 
percentagewise,  10  percent,  20  percent,  30  percent,  50  percent? 

Mr.  Hansen.  I  can  give  you  this  type  of  estimate.  That  is,  for 
1952,  in  numbers  of  actual  ships  of  nonbloc  registry,  there  were 
approximately  75  individual  ships  that  plied  in  that  trade.  Now,  if 
you  knock  out  from  that  the  approximately  17  which  I  believe  are 
the  United  Kingdom  Greek-owned  ships,  you  will  have  that  percentage 
of  17,  as  against  75.  However,  in  1953,  the  rate  of  involvement  of 
vessels  is  going  up  slightly,  so  it  would  be  a  probably  smaller  per- 
centage, unless  the  involvement  were  going  up  in  the  Greek-owned 
ships. 

The  Chairman.  Mr.  Hansen,  would  you  do  this  for  us?  You  have 
a  pencil  there  in  front  of  you.  You  have  been  studying  this  for  a  long 
time.     You  are  Mr.  Stassen's  man  in  charge  of  this,  I  assume? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  Can  you  now  tell  us  roughly  what  percentage  of 
the  China  trade  will  be  eliminated  by  this  agreement?  It  is  a  simple 
question. 

Either  you  can  answer,  or  you  cannot. 

Mr.  Hansen.  Sir,  I  can't  answer  the  question  when  you  phrase  it 
that  way.  When  you  say  "China  trade,"  what  do  you  mean  ?  Do  you 
mean  the  number  of  ships  that  are  involved  in  trading  with  China? 

Mr.  Flanagan.  Yes. 

Mr.  Hansen.  Is  that  what  you  mean  ? 

The  Chairman.  The  important  thing  as  to  Red  China  is  the  number 
of  tons  of  material  she  gets. 

Mr.  Hansen.  Right. 

The  Chairman.  So  a  ship  carrying  3,000  tons  would  not  be  as 
important  as  one  carrying  10,000  tons. 

Mr.  Hansen.  Right. 

The  Chairman.  So  I  am  speaking  of  the  total  tonnage  shipped  into 
China.  How  will  this  agreement  affect  that,  percentagewise,  if  you 
know  ?  I  know  you  cannot  tell  us  the  entire  tonnage  involved,  because 
the  entire  242  ships,  while  not  entirely  engaged  in  shipping  into 
China,  were  all  available  for  that  shipping.  They  are  available  to  be 
chartered  into  China,  some  of  them  going  there,  some  of  them  going 
between  other  Communist  ports 
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Mr.  Hansen.  They  were  not  available,  Senator,  for  that  trade. 

The  Chairman.  Let  me  finish  my  question,  please,  and  try  and 
answer  this  simple  question,  if  you  can. 

Now,  the  thing  that  we  would  like  to  get  from  you— we  have  it 
from  other  sources — is  your  estimate  of  the  percentage  of  tonnage 
being  shipped  to  Eed  China  that  will  be  eliminated  by  this  agree- 
ment, if  you  can  answer. 

Mr.  Hansen.  I  cannot  answer  that. 

The  Chairman.  Mr.  Flanagan  and  Mr.  Kennedy,  am  I  correct: 
You  and  Mr.  Flanagan  and  Mr.  Hansen  were  present  this  morning ;  I 
was  not  there,  of  course.  And  this  man  told  you  then  that  this  would 
eliminate  35  percent  of  the  shipping  to  Eed  China ? 

Mr.  Kennedy.  Yes,  sir. 

The  Chairman.  Is  that  correct  ? 

Mr.  Kennedy.  Yes,  sir. 

Senator  Mundt.  Trying  to  get  down  to  the  figure,  Mr.  Hansen,  as 
I  understand  it,  about  75  ships  were  involved  in  this  process. 

Mr.  Hansen.  Yes,  sir. 

Senator  Mundt.  Seventeen  of  them  were  removed  by  this  agree- 
ment. It  would  look  to  me  that  in  terms  of  ships  that  means  about 
23  percent  of  the  ships  had  been  taken  out. 

Mr.  Hansen.  That  is  right,  sir. 

Senator  Mundt.  So  that  in  terms  of  the  number  of  ships,  at  least, 
we  can  arrive  at  a  mathematical  point  of  around  23  percent. 

Mr.  Hansen.  Yes,  sir.    That  is  correct. 

Mr.  Flanagan.  And  that  number  of  ships  includes  the  Greek  ves- 
sels ;  does  it  not  ? 

Mr.  Hansen.  The  17  that  are  taken  out  ? 

Mr.  Flanagan.  No  ;  the  75,  total,  that  Senator  Mundt  was  talking 
about. 

Mr.  Hansen.  Yes,  the  Greek-registered  vessels,  you  mean. 

Mr.  Flanagan.  Yes.  So  eliminating  the  Greek,  which  are  elimi- 
nated by  law,  and  also  eliminated  by  this  agreement  in  the  event  the 
law  is  vetoed,  the  17  becomes  a  greater  figure  than  23  percent ;  does  it 
not? 

Mr.  Hansen.  It  could  very  well. 

Mr.  Flanagan.  It  will.  It  is  not  a  matter  of  "very  well."  It  will 
become  greater  than  23  percent  of  the  total  number  of  ships  going  into 
those  ports,  will  it  not  ? 

Mr.  Hansen.  I  gave  you  75  as  a  rough  annual  for  1952.  I  don't 
know  exactly  what  it  is  for  1953.  It  might  be  a  smaller  percentage  in 
terms  of  involvement  with  other  trade. 

The  Chairman.  Let  me  ask  of  counsel,  Mr.  Kennedy  said  that  this 
morning  he  discussed  with  this  witness  the  effect  upon  the  trade  with 
Soviet  bloc  nations  percentagewise.  Did  he  then  give  you  an  esti- 
mate of  how  it  would  affect  the  shipping  to  the  Soviet  bloc  nations? 

Mr.  Flanagan.  I  have  here  my  original  notes  of  the  discussion 
which  state  that  he  felt  that  this  agreement  would  eliminate  40  percent 
of  the  vessels  now  engaged  in  intrabloc  trading,  that  is,  trading  be- 
tween various  Soviet  ports. 

The  Chairman.  Mr.  Kennedy,  you  were  there  also.  That  is  your 
understanding? 

Mr.  Kennedy.  Yes. 

31493— 53— pt.  1—^-3 
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The  Chairman.  I  might  say  I  have  complete  confidence  in  the  truth- 
fulness of  my  staff.     There  is  no  reason  why  they  should  lie  to  me. 

Senator  McClkllan.  I  do  not  question  the  integrity  of  the  staff, 
but  there  is  always  room  for  misunderstanding  in  conversations  be- 
tween people,  and  particularly  in  something  as  complicated  as  this. 
If  we  are  making  ;i  record  under  oath,  should  they  not  be  under  oath, 
too.  since  they  directly  contradict  the  witness? 

The  Chairman.  I  think  they  should  be. 

"Will  you  both  stand  up.  In  the  matter  now  in  hearing  before  the 
committee,  do  you  solemnly  swear  to  tell  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  so  help  you  God  ? 

Mr.  Flanagan.  I  do. 

Mr.  Kennedy.  I  do. 

The  Chairman.  May  I  ask  the  questions  over  again  for  the  record. 

Mr.  Flanagan,  you  are  the  chief  of  staff  and  general  counsel  for  the 
Senate  Permanent  Committee  on  Investigations? 

Mr.  Flanagan.  Yes,  sir. 

The  Chairman.  Mr.  Kennedy,  you  are  counsel  for  the  committee  \ 

Mr.  Kennedy.  Yes,  sir. 

The  Chairman.  Is  it  correct  that  you  both  discussed  this  matter  of 
the  shipments  to  Red  China  with  Mr.  Hansen  this  morning? 

Mr.  Flanagan.  I  will  answer  first,  if  you  want  me  to,  Senator. 

The  Chairman.  Yes. 

Mr.  Flanagan.  We  did.  "We  discussed  it  at  some  length.  "We  went 
into  the  number  of  ships  and  the  number  of  Greek  ships  that  were 
eliminated  by  law,  and  the  other  details  that  Mr.  Hansen  has  already 
testified  to. 

The  Chairman.  "Who  was  present  besides  Mr.  Hansen  and  yourself 
and  Mr.  Kennedy,  if  anyone  f 

Mr.  Flanagan.  Just  the  three  of  us  were  present  when  we  had  this 
discussion. 

The  Chairman.  After  going  into  this  in  detail,  did  you  ask  him  for 
an  estimate  of  the  effect  upon  the  shipments  to  Red  China? 

Mr.  Flanagan.  Yes,  sir.  I  might  add  one  more  thing  for  the  record. 
Mr.  Hansen  and  I  conferred  at  my  home  last  evening  about  this 
healing,  and  I  asked  him  the  same  questions  then  and  he  said  he 
would  attempt  to  prepare  answers  for  me  this  morning,  and  I  told 
him  to  be  in  my  office  before  the  hearing  so  they  could  be  prepared. 
In  final  response  to  those  questions  as  to  what  was  the  total  amount 
of  trade  with  China  that  would  be  eliminated  by  the  Greek  agreements 
at  this  time,  he  said  that  while  you  could  not  be  sure  of  all  the  figures, 
he  would  estimate'  35  percent. 

I  further  asked  him  how  much  of  intrabloc  trading  would  be 
knocked  out  by  these  agreements.  He  said  approximately  40  percent, 
but  that  did  not  include  the  number  of  Panamanian  vessels,  some  80 
under  our  contract,  because  he  did  not  know  how  many  Panamanian 
vessels  were  engaged  in  the  trade,  hut  there  were  some. 

The  Chairman,  Is  there  any  doubt  in  your  mind  about  your  mem- 
ory on  <  his? 

Mr.  Flanagan.  It  happened  less  than  an  hour  and  a  quarter  ago, 
and  !  here  is  no  doubt  in  my  mind. 

Further,  I  have  my  own  original  notes  I  made  at  the  time. 

The  Chairman.  Mr.  Kennedy,  do  you  understand  the  conversation 
as  Mr.  Flanagan  has  related  it& 
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Mr.  Kennedy.  Yes,  sir. 

The  Chairman.  Is  there  any  doubt  in  your  mind  that  you  remember 
that? 

Mr.  Kennedy.  No,  there  is  no  doubt,  Senator.  At  the  same  time 
while  we  were  having:  the  discussion  we  specifically  eliminated  the 
Greek  ships  when  we  were  discussing-  this,  giving-  the  Government 
the  benefit  of  the  fact  that  the  law  that  is  now  in  effect  in  Greece  will 
stay  in  effect. 

Senator  McClellan.  Mr.  Chairman,  may  I  ask  both  members  of 
the  staff  this  question  ?  According  to  the  witness,  Mr.  Hansen,  appar- 
ently he  was  giving  you  an  answer  based  upon  his  interpretation  of 
your  question,  and  what  you  were  undertaking  to  arrive  at.  You  may 
have  had  in  mind  something  else,  or  he  may  have  placed  the  wrong; 
interpretation  upon  your  question,  and  the  information  that  you  were 
seeking  to  obtain.  I  want  to  assume  that  all  parties  to  this  difference 
in  testimony  are  being  absolutely  honest. 

Is  it  possible  that  in  the  course  of  these  conferences  and  remarks 
that  either  you  misunderstood  the  information  he  gave  you  as  to 
whether  that  involved  other  contingencies  or  not,  or  that  he  may  have 
misinterpreted  your  questions  regarding  the  information  you  are  seek- 
ing? This  thing  seems  to  be  quite  complicated.  It  is  difficult  for  me 
to  follow  it.  All  of  you  are  trying  to  be  honest  and  truthful,  and  as 
often  happens  in  these  things,  some  honest  disagreement  or  misunder- 
standing arises. 

Mr.  Stassen.  If  I  may  say.  I  think  the  discussion  that  is  all  in  the 
record  has  now  clarified  the  point.    May  I  point  it  out  in  this  way: 

Mr.  Flanagan  just  now  said  that  he  had  asked  Mr.  Hansen  what  was 
the  total  amount  of  trade  with  China  that  was  affected.  When  the 
Senator  went  through  his  details,  he  asked  how  many  ships  that  were 
in  1952  trade  are  now  affected  by  this  Greek  agreement.  Those  are 
two  entirely  different  subjects. 

The  Chairman.  Let  us  ask  Mr.  Hansen. 

Mr.  Stassen.  May  I  conclude  my  point? 

The  Chairman.  Let  me  ask  Mr.  Hansen. 

Mr.  Stassen.  You  mean  you  do  not  wish  me  to  explain? 

The  Chairman.  Yes,  you  may  explain.  I  want  to  ask  Mr.  Hansen 
whether  or  not  the  testimony  of  Mr.  Flanagan  and  Mr.  Kennedy  is 
true  or  not,  and  then  you  may  explain  anything  you  care  to. 

Mr.  Hansen,  is  the  testimony  just  given  by  Mr.  Kennedy  and  Mr. 
Flanagan  under  oath  correct  or  incorrect? 

Mr.  Hansen.  It  is  incorrect  in  a  technicality,  and  that  is  in  terms 
of  talking  about  the  trade  and  talking  about  the  number  of  ships.  I 
have  restricted  my  discussions  with  these  gentlemen  to  the  matter  of 
the  number  of  ships  that  might  be  affected  by  this  agreement  you 
have  made  with  these  Greek  shipowners.  The  figures  of  percentages 
that  were  figured  out  were  Mr.  Flanagan's  figures  of  percentages.  I 
only  gave  him  the  rough  estimates  that  we  had.  Those  are  now  in  the 
record.  His  percentages  are  correct,  except  that  they  do  not  apply  to 
what  he  says  they  apply  to. 

The  Chairman.  In  other  words,  you  say  it  applies  to  the  number  of 
ships  and  not  tonnage? 

Mr.  Hansen.  It  applies  to  the  number  of  ships.  I  do  not  know 
what  the  tonnage  of  what  went  into  China  was,  and  I  could  not  make 
an  estimate.    My  testimony  has  always  been  the  same  on  this  point. 
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The  Chairman.  Your  testimony  now  is  that  this  agreement  has 
removed  from  the  trade  with  China  about  35  percent  of  the  ships,  has 
removed  from  the  trade  between  Soviet-bloc  countries  about  40  percent 
of  the  ships  pi  vino-  that  trade? 

Mr.  Hansen.  Intrabloc  trade. 

The  Chairman.  That  is  right. 

Mr.  Hansen.  That  is  the  best  estimates  I  have  at  the  present 
moment.  We  have  been  working  over  the  weekend  trying  to  figure 
this  out. 

The  Chairman.  I  think,  Governor  Stassen,  you  were  making  a  good 
point.     You  may  proceed. 

Mr.  Stassen.  I  think  your  official  record,  when  you  study  it  through, 
will  show  this  has  been  shifted  with  this  witness,  if  I  may  say  so.  I 
plead  with  you  for  cooperation  between  the  two  branches  of  the  Gov- 
ernment as  we  do  a  very  important  task.  Here  is  an  able  young  man 
who  has  been  conscientiously  endeavoring  to  close  down  this  trade  that 
is  affecting  our  world  situation.  Your  counsel  has  talked  to  him  be- 
fore the  meeting,  and  I  submit  we  have  cooperated  through  these 
weeks.  We  prepared  these  big  exhibits  that  you  wanted,  we  have  them 
all  ready  for  you,  and  we  have  tried  to  work  with  you.  Your  counsel 
lias  tried  to  shift  him  around  from  one  question  to  another,  as  if  he  was 
not  giving  truthful  answers.  You  can  go  back  through  and  you  will 
find  he  gave  truthful  answers  at  every  turn  of  the  record. 

The  Chairman.  I  think  you  are  being  unfair  to  my  counsel.  You 
say  counsel  has  been  trying  to  shift  him  around.  Counsel  tried  for 
at  least  half  an  hour  this  morning  to  get  him  to  estimate  the  percentage 
of  trade  that  would  be  affected.  It  is  possible  that  your  man,  Han- 
sen, may  have  understood  that  to  mean  number.  I  specifically  said 
tonnage.  This  morning  they  may  have  referred  to  percentage  as  far 
as  ships  are  concerned.  I  am  glad  we  have  it  clear  at  this  time  that 
Mr.  Hansen's  testimony  is  that  Mr.  Flanagan  and  Mr.  Kennedy  were 
correct,  that  he  estimated  35  percent  of  the  shipping  with  Red  China 
would  be  eliminated  with  this  agreement. 

Mr.  Stassen.  He  did  not  say  that,  Senator.  He  said  that  was  in- 
correct. You  have  just  restated  it  the  other  way.  Senator,  if  we  are 
to  work  together  on  an  important  problem  of  this  kind,  we  must  keep 
the  correct  understanding  of  what  the  facts  are.  WTe  want  to  work 
with  you. 

The  Chairman.  Just  a  minute. 

Mr.  Stassen.  I  plead  with  you 

The  Chairman.  You  need  not  plead  with  me. 

Mr.  Hansen,  I  dislike  going  over  this  over  and  over  again,  but  there 
is  no  doubt  now  but  that  as  of  10:  15  this  morning  you  said  that  35 
percent  of  the  ships,  not  shipping,  not  tonnage,  but  35  percent  of  the 
ships  plying  the  trade  with  Red  China  would  be  eliminated  by  this 
agreement  and  approximately  40  percent  of  the  ships  plying  trade 
between  the  Soviet  bloc  countries  would  be  eliminated  by  this  agree- 
ment.    Is  that  correct  or  incorrect? 

Mr.  Hansen.  I  believe  I  stated  in  respect  to  British  registered,  since 
it  does  not  apply  to  Greek  any  longer. 

The  Chairman.  Total  shipping  to  Red  China  in  percentages. 

Mr.  Hansen.  May  I  recapitulate  that  in  part? 

The  Chairman.  Are  you  changing  this  again  now? 
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Mr.  Hansen.  I  am  not  changing  it.  I  am  trying  to  interpret  your 
question  to  what  I  said. 

The  Chairman.  Is  this  difficult  to  understand? 

Mr.  Hansen.  Pardon  ? 

The  Chairman.  Is  this  difficult  to  understand?  My  counsel  and 
staff  director  have  testified  that  you  told  them  this  morning  that  this 
agreement  would  eliminate  35  percent  of  the  ships  plying  trade  with 
Red  China.     Is  that  correct  or  not  ? 

Mr.  Hansen.  With  respect  to  the  British  registered  ships 

The  Chairman.  Total  shipping. 

Mr.  Hansen.  In  respect  to  total  shipping  I  do  not  know  what  it  is 
at  this  moment  that  this  would  eliminate. 

The  Chairman.  Do  you  have  any  idea  ? 

Mr.  Hansen.  I  know  in  terms  of  the  following. 

The  Chairman.  Do  you  have  any  idea  as  to  total  shipping? 

Mr.  Hansen.  As  to  total  shipping  eliminated  by  the  agreement  with 
the  Greek  shipowners  that  you  have  registered  in  New  York,  the  esti- 
mate that  I  have  received  is  this:  That  there  have  been  roughly  40 
British-registered  ships  in  that  trade,  and  this  knocks  17  of  them  out. 
Mr.  Flanagan  figured  the  percentage  of  what  that  was. 

Mr.  Flanagan.  That  is  about  35  percent,  or  a  little  more. 

Mr.  Hansen.  That  is  right.  We  are  in  entire  agreement  on  what 
the  U.  K.  shipping  covered  by  your  Greek  agreement  has  been  elimi- 
nated from  that  trade.  As  far  as  the  rest  of  that  trade  is  concerned, 
the  Greek  shipowner  ships,  under  the  Panamanian,  Honduran,  and 
Costa  Rican  flags  are  forbidden  from  going  to  Communist  China. 
Therefore,  they  were  not  eliminated  by  your  agreement  with  the  Greek 
shipowners. 

The  Chairman.  Who  forbids  that? 

Mr.  Hansen.  They  were  forbidden  by  the  governments  of  those 
countries  by  law. 

Mr.  Flanagan.  There  is  no  argument  on  that. 

Mr.  Hansen.  That  is  right. 

The  Chairman.  Let  us  make  it  clear.  This  agreement  made  with 
them  prevents  shipping  between  Communist-bloc  countries.  They 
are  not  forbidden  from  doing  that,  are  they,  except  under  this 
agreement  ? 

Mr.  Hansen.  Under  this  agreement  they  are.  They  will  not  in- 
volve themselves  in  the  transportation  of  cargoes  to  or  from  any 
port  in  Red  China  to  North  Korea  and  far-eastern  ports  of  Soviet 
Russia,  or  between  Soviet-bloc  ports  in  any  part  of  the  world.  Under 
this  agreement,  however,  they  will  carry  goods  between  Western  Eu- 
rope and  Eastern  Europe  as  they  have  done  in  the  past,  or  at  least 
they  will  not  be  restricted. 

The  Chairman.  I  do  not  think  you  understood  my  question.  You 
said  the  Liberian  ships  were  already  forbidden  by  law  from  shipping 
with  Red  China.  My  question  is,  Were  they  forbidden  by  law  to 
carry  cargoes  between  Communist  ports? 

Mr.  Hansen.  No;  they  were  not. 

The  Chairman.  So  the  agreement  accomplishes  what  the  law  did 
not? 

Mr.  Hansen.  As  far  as  intrabloc  shipping,  which  does  not  involve 
Red  China,  it  ha?  accomplished  as  far  as  the  Greek-owned  ships  in 
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Liberia  are  concerned,  it  did  knock  them  out  of  trade.  I  explained  to 
Mr.  Flanagan  1  did  not  know  how  many  were  engaged  in  intrabloc 
trade  at  the  present  time. 

The  Chairman.  Mr.  Hansen,  let  me  read  a  letter  into  the  record 
from  the  Secretary  of  Defense,  Mr.  Wilson : 

My  Dear  Senator  McCarthy:  This  is  in  reply  to  your  letter  of  March  10, 
1'.)."):;.  in  which  inquiry  is  made  concerning  the  position  of  this  department,  in- 
cluding the  three  military  services,  with  regard  to  trade  with  China  on  the 
part  lit'  our  allies  and  others  since  the  beginning  of  hostilities  in  Korea. 

As  you  know,  immediately  following  the  entry  of  the  Chinese  Communists  upon 
aggression  in  Korea,  the  United  States  Government  established  a  total  embargo 
upon  exports  by  the  United  States  nationals  to  Communist  China  and  North 
Korea,  ll  also  prohibited  the  provision  by  United  States  nationals  of  shipping 
and  other  services  to  these  same  areas.  Rigid  financial  controls  were  imposed 
to  help  enforce  these  restrictions. 

The  Department  of  Defense — and  I  call  your  attention  to  this  specifically — 
including  the  three  military  services,  has  heartily  supported  this  policy.  This 
position  on  the  part  of  the  Department  of  Defense  is  predicated  upon  the  realistic 
view  that  the  shipment  of  goods  or  the  provision  of  any  services  to  the  Com- 
munist Chinese  or  to  the  North  Koreans  contributes  directly  or  indirectly  to 
their  economic  and  military  potential.  The  Department  of  Defense  believes 
that,  contributions  to  the  economic  potential  alone,  often  directly  and  almost 
always  indirectly,  contribute  to  any  country's  military  potential. 

Therefore,  the  Department  is  convinced  that  any  goods  or  any  services  reach- 
ing or  serving  these  areas  increase  the  capabilities  of  the  Communist  forces 
in  Asia,  not  only  to  continue  but  even  to  intensify  and  extend  the  present  areas 
of  aggression. 

I  may  say  this  letter  had  nothing  whatever  to  do  with  any  agreement 
we  are  making  with  the  Greek  nationals. 

Would  you  agree  with  that  statement  of  Mr.  Wilson  to  the  effect 
that  any  economic  aid  or  service  reaching  that  area  would  aid  the 
Communist  forces  and  allow  them  to  continue  and  intensify  and 
extend  the  areas  of  aggression?    Would  you  agree  with  Mr.  Wilson? 

Mi-.  H  \nsf.x.  Are  you  asking  me  if  I  agree  with  Mr.  Wilson? 

The  Chairman.  Yes;  it  is  rather  important  if  you  are  in  charge 
of  this  important  project  in  MSA. 

Mr.  Hansen.  I  will  say  this,  that  I  do  agree  with  the  general 
thought  expressed.  I,  however,  must  state  that  in  terms  of  the  con- 
tribution to  the  fighting  in  Korea  that  can  be  gotten  by  any  imports 
into  China,  regardless  of  the  item,  that  I  am  certain  that  any  depart- 
ment of  this  Government  will  tell  you  that  that  contribution  is  insig- 
nificant or  could  be  very  significant.  It  depends  on  the  item,  it 
depends  on  the  amount,  it  depends  on  the  time  it  gets  there.  In  gen- 
eral, however,  I  do  agree  that  when  there  is  aggression  by  any  country 
that  by  and  large  you  wish  to  deny  everything  possible  lo  that  coun- 
try.   Thai  i^  what  the  United  States  Government  has  done. 

The  Chairman.  Yon  conceive  it  is  your  job  working  under  Mr. 
Stassen  to  work  toward  the  elimination  of  all  shipping  with  Red 
China,  while  their  aggression  continues?    All  shipping? 

Mr.  Hansen.  I  would  have  to  say  it  this  way,  that  at  the  present 
time  this  Government  has  asked  all  other  governments  to  do  as  we 
have  done  with  respect  to  shipments  or  commercial  intercourse  with 
Red  China,  and  that  that  is  an  objective  of  this  Government.  How- 
ever, in  view  of  the  position  of  a  number  of  other  governments,  we 
may  have  to  assign  different  lesser  objectives  and  move  in  that  steady 
direction.  As  Mi-.  Stassen  has  told  you,  this  is  under  review  by  the 
NSC  at  the  present  time.  You  are  aware,  I  think,  of  the  extent  to 
which  we  have  achieved  an  objective  of  that  sort. 
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The  Chairman.  Will  you  now  answer  the  question?  Do  you  con- 
ceive that  it  is  your  job  to  wrork  toward  the  elimination  of  shipments 
to  Red  China? 

Mr.  Hansen.  Yes;  as  an  ultimate  objective. 

The  Chairman.  Then  when  we  eliminate  35  percent  of  the  ships — 
I  use  the  word  "ships" — from  that  trade,  do  you  think  that  is  working 
toward  your  objective? 

Mr.  Hansen.  I  think  that  that  is  a  contribution  to  that  objective. 
I  would  add  the  additional  thought,  however,  that  in  working  toward 
this  objective,  our  approach  has  always  been  to  get  legally  enforce- 
able controls  over  this  trade.  A  voluntary  agreement  is  always  wel- 
comed by  anyone  who  might  engage  in  that  trade.  If  these  Greek 
shipowners  wanted  to  agree  to  this  thing  before,  they  have  heard  the 
leaders  of  our  Government  make  this  policy  statement  time  and  time 
again. 

The  Chairman.  You  wanted  them  to  do  this  some  time  ago? 

Mr.  Hansen.  Sir? 

The  Chairman.  You  would  have  liked  to  have  them  do  this  a  year 
or  6  months  ago  ? 

Mr.  Hansen.  It  would  have  been  desirable. 

The  Chairman.  There  is  nothing  undesirable  about  having  them 
do  it  now,  sir? 

(No  response.) 

The  Chairman.  I  am  surprised  at  your  great  reluctance  to  admit 
that  removing'  35  percent  of  the  ships  from  Red  China  trade,  and  40 
percent  of  the  ships  between  the  Communist  bloc  nations  is  not  a 
major  step  forward  when  that  is  your  job.  You  say  they  should  have 
done  it  a  year  ago;  that  the  British  and  Italian  and  French  should 
have  done  it  a  year  ago.    That  is  correct,  is  it  not  ? 

Mr.  Hansen.  That  is  correct. 

The  Chairman.  Is  that  correct  in  your  opinion  ? 

Mr.  Hansen.  Yes. 

The  Chairman.  Why  are  you  unhappy 

Mr.  Hansen.  I  have  not  said  I  am  unhappy  about  this  agreement. 

The  Chairman.  Why  are  you  unhappy  or  apparently  unhappy 
about  this  agreement  we  have  made  removing  this  tremendous  amount 
of  shipping  from  the  trade  with  Red  China,  especially  in  view  of 
the  Secretary  of  Defense's  letter  where  he  says  any  shipment  to  Red 
China  aids  their  war  potential  ? 

Mr.  Hansen.  I  have  not  said  I  was  unhappy  about  this  agreement. 
Governor  Stassen  has  mentioned  to  yon  that  this  type  of  agreement 
can  cause  difficulties  when  it  is  achieved  in  this  manner. 

Mr.  Flanagan.  Mr.  Hansen,  do  you  believe  that  this  agreement 
and  the  one  that  may  be  entered  into  very  shortly  in  London  with 
these  Greek  shipowners  is  a  worthwhile  contribution  to  the  reduction 
of  trade  with  the  Soviet  bloc  ? 

Mr.  Hansen.  If  it  effectively  keeps  ships  from  trading  with  China ; 
yes. 

Mr.  Flanagan.  You  mean  if  they  live  up  to  it? 

Mr.  Hansen.  That  is  right. 

Senator  Dirksen.  Governor,  I  would  like  to  get  a  little  orientation, 
if  you  do  not  mind  ? 

Mr.  Stassen.  Yes,  Senator. 
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Senator  Dirksen.  It  was  in  October  of  1950  and  February  of  1951 
that  the  Senate  passed  a  resolution  empowering  a  subcommittee  to 
investigate  the  whole  question  of  export  policy  and  controls.  I  be- 
lieve Mr.  Hansen  was  the  consultant  to  that  subcommittee. 

Mr.  Hansen.  Yes,  sir. 

Senator  Dirksen.  In  October  1951,  which  is  roughly  about  18 
months  ago,  you  did  make  a  very  extended  report  to  the  Senate.  I 
thought  it  was  an  excellent  report  and  in  very  considerable  detail. 
Certainly,  it  clearly  presented  the  whole  question  for  one  thing.  Then 
your  subcommittee  made  nine  recommendations  to  the  Senate.  One 
of  the  recommendations  was  that  no  additional  legislation  would  be 
necessary  in  order  to  do  this  surveillance  and  control  job  with  respect 
to  exports,  as  it  related  to  our  controversy  in  the  Orient  and  also  in 
Europe. 

Now,  it  would  appear  to  me  that  there  are  two  problems.  The  one  is, 
How  much  are  you  going  to  embargo? — all  goods  or  just  certain  cate- 
gories that  you  deem  strategic,  and  the  second  problem  then  would  be 
one  of  enforcement. 

Now,  that  goes  back  to  a  response  you  made  a  moment  ago  that  the 
National  Security  Council  is  studying  this  matter.  Frankly,  lam  a 
little  curious  as  to  what  additional  study  is  necessary  if  this  is  just  a 
case  of  determining  whether  we  are  going  to  embargo  everything  or 
just  certain  types  of  goods.    Then  comes  the  problem  of  enforcement. 

Now,  that  was  18  months  ago,  when  that  report  was  made,  and  it 
came  about  the  time  that  Admiral  Sherman  pointed  out  to  your  com- 
mittee that  there  were  about  235  ships  engaged  in  this  type  of  work 
at  the  time.  Speaking  only  for  myself,  it  does  appear  that  in  that 
time  we  should  have  made  a  little  more  progress  in  the  enforcement 
field.    I  am  wondering  where  the  difficulty  lies. 

Mr.  Hansen.  Senator,  may  I  respond  to  that  in  part  ? 

Senator  Dirksen.  Yes,  and  at  length,  if  you  like,  without  inter- 
ruption. 

Mr.  Hansen.  Thank  you,  Senator.  I  believe  in  my  report  I  men- 
tioned I  did  not  think  that  there  was  a  necessity  for  further  legislation 
with  respect  to  control  of  United  States  exports.  At  the  time  I  was 
also  participating  in  the  discussions  relating  to  the  Battle  Act,  if  you 
will  recall,  which  was  passed  by  the  Congress  in  October  1951.  That 
actually  took  care  of  the  foreign  side.  But.  as  far  as  the  United  States 
was  concerned,  we  had  our  orders  T-l,  T-2;  we  were  in  practice  em- 
bargoing all  items. 

To  go  on,  what  has  been  accomplished  since  that  time  has  been  the 
following: 

We  have  been  engaged  in  intensive  negotiations  with  other  coun- 
tries of  the  world  who  are  major  producers  or  exporters  to  Communist 
China.  We  have  carried  on  extensive  negotial  ions  with  them,  and  we 
have  in  that  period  since  the  time  of  my  report  to  the  present  time 
extended — and  it  is  hard  to  .'.rive  a  quantitative  estimate — fourfold  the 
amount  of  agreement  that  there  was  on  what  should  be  embargoed  to 
Communist  China.  Not  just  quantitatively  controlled,  but  embargoed. 
The  resulf  s  of  these  <  fTorts  in  the  past  year  have  meant  from  our  view- 
point and  from  1  he  evaluation  we  have  that  except  for  a  few  items — 
and  it  is  now  a  relatively  few — we  have  agreements  with  most  coun- 
tries who  would  or  are  trading  with  Communist  China  that  restrict 
materials  that  we  think  have  strategic  value  to  them.    Certainly,  we 
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consider  primarily  strategic  to  China  much  more  than  we  consider 
primarily  strategic  to  the  Soviet  bloc. 

Mr.  Flanagan.  To  assist  in  this  discussion,  Mr.  Hansen,  do  you 
have  readily  available — I  have  if  you  do  not — the  dollar  value  of  the 
United  Kingdom  trade  with  China  in  1951  and  1952  from  Commerce 
Department  statistics  ? 

Mr.  Hansen.  Let  me  see  if  I  do. 

Mr.  Flanagan.  That  is  exclusive  of  Hong  Kong. 

Mr.  Hansen.  United  Kingdom  ?  Yes,  but  nry  1952  figures  mostly 
go  up  to  November. 

Mr.  Flanagan.  I  have  these  figures  from  the  Department  of  Com- 
merce, and  see  if  they  agree  with  yours.    1951,  $8,000,000. 

Mr.  Hansen.  I  am  not  looking  at  the  same  table,  then.  I  am  look- 
ing at  the  principal  commodities.  Will  you  show  me  which  table 
you  have  ? 

Mr.  Flanagan.  It  is  excerpts  from  the  Commerce  Department. 
It  says  in  1951,  $8  million;  1952,  $13  million,  an  increase  of  35  or  40 
percent.  How  do  you  account  for  that  increase  of  trade  with  China 
on  the  part  of  the  United  Kingdom  in  1952? 

Mr.  Stassen.  Do  you  have  the  Commerce  table  there?  Could  you 
show  it  to  him  ? 

Mr.  Flanagan.  I  do  not  have  the  table. 

Mr.  Hansen.  It  is  a  little  difficult  to  account  for.  If  I  had  the 
exact  amount  of  goods  that  this  increase  took  place  in,  I  might  be 
able  to  account  for  it. 

Mr.  Flanagan.  Let  me  ask  you  this  question.  There  has  been  an 
increase  in  British  trade  with  Red  China  in  1952  over  1951,  has  there 
not,  total  ? 

Mr.  Hansen.  Yes. 

Mr.  Flanagan.  How  do  we  account  for  that?  I  think  that  is  one 
of  the  things  Senator  Dirksen  wanted  to  know. 

Mr.  Hansen.  I  would  account  for  it  in  several  was.  First  of  all, 
very  likely  increased  imports  of  goods  from  Red  China  that  the 
British  require  and  need.  They  are  obtaining  dried  eggs,  soya  beans, 
oils,  vegetable  fats,  materials  of  that  sort.  This  is  excluding  Hong 
Kong,  where  you  have  an  enormous  amount  of  foodstuffs,  and  also  a 
number  of  foodstuffs  from  Malaya  in  this  trade.  I  can  assure  you 
this,  that  insofar  as  the  goods  which  are  listed  by  the  United  Kingdom 
for  trade  with  Communist  China,  the  list  which  has  been  attached  to 
their  recent  promulgation  of  shipping  regulations,  that  we  are  quite 
assured  that  the  British  are  enforcing  and  enforcing  rigorously  the 
strategic  trade  controls  they  have  announced  to  us,  and  that  Hong 
Kong  is  doing  likewise.  The  trade  with  China  has  increased  in  a 
number  of  areas,  particularly  with  respect  to  Ceylon  rubber.  But 
on  the  whole,  the  strategic  trade  since  the  time  of  my  investigation 
with  Communist  China  has  dropped  considerably  in  terms  of  known 
agreements,  and  the  analyses  we  have  of  the  general  slippage,  the 
smuggling  and  so  on,  has  also  indicated  a  decrease. 

Senator  McClellan.  May  I  inquire,  did  I  understand  you  to  say 
that  the  trade  in  rubber  has  increased  during  the  past  year. 

Mr.  Hansen.  It  has  increased  from  Ceylon.  Ceylon  has  just  com- 
pleted an  agreement  with  Communist  China  for  the  exchange  of  rice 
and  rubber. 
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Senator  McClellan.  That  is  a  very  strategic  material,  is  it  not? 

Mr.  Hansen.  It  is  a  strategic  material  in  our  view.  We  embargo 
and  all  other  countries  embargo  rubber  to  Communist  China. 

Senator  McClellan.  What  are  we  doing  about  that?  Are  we 
trving  to  stop  that  ? 

Mr.  Hansen.  We  have  made  a  number  of  representations  to  the 
Ceylonese.  Unfortunately,  they  are  not  members  of  the  United  Na- 
tions, did  not  sign  the  U.  N.  resolution  of  May  18,  1951,  and  they  have 
been  offered,  by  their  lights,  a  very  advantageous  transaction  here 
with  the  Chinese. 

Senator  McClellan.  And  we  are  unable  to  bring  any  pressure  to 
bear  or  any  influence  to  bear  to  stop  that  trade  ? 

Mr.  Hansen.  May  I  state  that  we  have  not  been  able  to  stop  it, 
and  we  have  been  very  active  in  attempting  to  do  so. 

Senator  McClfllan.   You  have  not  been  successful  so  far? 

Mr.  Hansen.  We  have  not  been  successful. 

Senator  McClellan.    Are  we  making  an  effort  to  stop  it? 

Mr.  Hansen.  There  is  a  continual  effort. 

Senator  McClellan.  A  continuing  effort. 

Mr.  Hansen.  Yes,  sir. 

Senator  McClellan.  Are  there  any  prospects  that  you  will  be 
successful ? 

Mr.  Hansen.  It  is  very  hard  to  hazard  a  guess  on  this.  We  do 
have  some  doubt  as  to  whether  or  not  the  Chinese  will  deliver  the 
quid  pro  quo  in  the  rice  that  is  to  be  exchanged  for  this  rubber.  The 
agreement  calls  for  an  exchange  of  certain  values,  and  if  they  do  not 
live  up  to  it,  the  Ceylonese  will  likely  not. 

Senator  McClellan.  You  are  saying  our  only  hope  possible  of 
success  is  the  inability  of  Red  China  to  perform? 

Mr.  Hansen.  That  is  not  our  only  hope,  but  that  is  something  that 
has  occurred  time  and  again  in  terms  of  Soviet-bloc  trading.  It 
may  occur  this  time  also. 

Senator  McClellan.  Do  we  have  any  other  sources  of  influence 
that  might  be  applied  to  try  to  stop  that  strategic  material  from 
going  there? 

Mr.  Hansen.  I  would  say  we  do,  sir.  Most  of  those  are  involved 
in  more  or  less  classified  negotiations. 

Senator  McClellan.  I  am  not  asking  you  to  go  into  detail. 

Mr.  Hansen.  That  is  right. 

Senator  McClellan.  I  am  very  much  concerned. 

Mr.  Hansen.  We  certainly  have  a  very  strong  moral  force,  Senator, 
and  that  is  being  applied  as  much  as  possible  on  this. 

Senator  McClellan.   Strong  what  ? 

Mi-.  Hansen.  Moral  force.  U.  N.  embargo  and  resolution  and 
the  general  condemnation  of  this  type  of  trade. 

The  Chairman.  In  other  words,  the  shipment  of  rubber  has  in- 
creased instead  of  decreased,  is  that  correct? 

Mr.  Hansen.  You  might  say  in  the  face  of  continued  efforts  along 
litis  line,  there  has  been  a  transaction  which  has  resulted  in  more 
rubber  going  to  China. 

Mr.  Flanagan.  On  that  point.  Mr.  Hansen,  so  we  will  get  this 
rubber  picture  straight,  and  there  will  not  be  any  confusion,  I  have 
here  the  Commerce  Department  figures  on  the  export  of  rubber  from 
the  United  Kingdom.    Let  us  take  for  example,  in  1051,  42,000  long 
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tons  of  rubber  went  from  the  United  Kingdom  to  the  Communist  bloc. 
Is  that  substantially  correct? 

Mr.  Hansen.  I  will  have  to  look  at  the  figures.  Are  you  taking 
this  from  the  exhibits  we  gave  to  the  subcommittee? 

Mr.  Flanagan.  It  is  made  up  from  the  exhibits ;  yes. 

Mr.  Hansen.  All  right.  If  I  may  find  that,  what  was  your  figure 
again  ? 

Mr.  Flanagan.  Forty-two  thousand  long  tons  from  the  U.  K.  to  the 
Soviet  bloc  in  1951. 

Mr.  Hansen.  That  is  42,286  to  the  U.  S.  S.  E. 

Mr.  Flanagan.  To  the  U.  S.  S.  K. 

Mr.  Hansen.  To  the  total  Soviet  bloc,  43,235  tons. 

Mr.  Flanagan.  Forty-three  thousand  to  the  total  bloc  from  the  U.  K. 
in  1951.  What  was  it  in  1952,  to  the  U.  S.  S.  K.,  and  then  to  the  rest 
of  the  bloc? 

Mr.  Hansen.  In  1952 — this  is  estimated  shipments — the  estimated 
shipments  are  89,530  tons  of  reexports  from  the  U.  K.  to  the  Soviet 
bloc. 

Mr.  Flanagan.  And  it  actually  doubled  in  1952,  did  it  not  ? 

Mr.  Hansen.  In  terms  of  shipments,  physical  shipments,  it  did 
double. 

Mr.  Flanagan.  What  else  are  you  talking  about  ?  We  are  talking 
about  tons  of  rubber. 

Mr.  Hansen.  That  is  right.  I  only  wish  to  make  that  distinction 
because  of  one  of  the  notes  which  I  believe  appear  on  here,  and  that 
is  that  the  reason  for  the  increase  in  1952  that  appears  on  statistics 
was  that  licenses  issued  in  1951  were  not  fulfilled  in  terms  of  ship- 
ment until  early  in  1952,  because  of  a  ship  shortage.  Therefore,  con- 
ceivably, as  much  as  30,000  tons  of  this  might  have  been  shipped  in 
1952  under  the  U.  K.  general  restriction  control. 

Mr.  Flanagan.  Do  we  expect  that  there  will  be  a  reduction  in  the 
amount  of  rubber  from  the  IT.  K.  into  the  Soviet  bloc  in  1953? 

Mr.  Hansen.  It  is  very  difficult  to  estimate  at  the  present  time. 
The  British  Government  are  only  licensing  rubber  shipments  on  a 
quarterty  basis. 

Senator  McClellan.  Mr.  Chairman,  may  I  inquire  whether  this 
agreement  that  is  under  consideration  obtained  from  the  Greek  ship- 
ping interests,  and  the  potential  agreement  or  hoped-for  agreement 
with  the  British  interests,  would  in  any  way  affect  this  shipment 
of  rubber?  Would  it  make  it  more  difficult  for  the  shipments  to 
continue  ? 

Mr.  Hansen.  No,  Senator;  it  would  not.  As  far  as  we  know,  there 
are  no  western-bloc  ships  carrying  the  rubber  from  Ceylon  to  China. 
It  is  only  Polish  ships  as  of  the  present  time. 

Senator  McClellan.  However  regrettable  it  might  be  from  my 
viewpoint  that  those  shipments  are  continuing  and  increasing,  the 
particular  agreement  under  consideration  with  the  Greeks,  and  the 
anticipated  agreement  with  some  British  interests  would  have  no  effect 
on  this  shipping. 

Mr.  Hansen.  That  is  right,  sir. 

Senator  McClellan.  Thank  you. 

The  Chaieman.  Mr.  Hansen.  I  assume  you  do  not  have  the  infor- 
mation here,  but  counsel  says  they  have  been  discussing  it  with  you, 
but  could  you  find  out  for  us  how  many  of  the  242  ships  involved 
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in  the  agreement  with  Greece,  if  any,  were  engaged  in  the  rubber 
trade  between  Red  China  and  Ceylon.     If  you  could  get  that  for  us  ? 

Mr.  Hansen.  Yes,  sir ;  I  can  get  that  for  you. 

The  Chairman.  Will  you  do  that  ?  I  would  like  to  know  how  much 
we  have  affected  that  rubber  trade. 

Mr.  Hansen.  Ma}r  I  say,  I  anticipate  that  there  were  none  involved. 

The  Chairman.  I  do  not  want  you  to  anticipate.  I  want  you  to 
find  out. 

Mr.  Hansen.  I  will  give  you  the  exact  answer. 

Senator  Dirksen.  Mr.  Chairman,  I  had  one  or  two  questions  for 
my  own  clarification. 

Does  the  Island  of  Ceylon  own  any  of  its  own  bottoms  in  which  to 
ship  rubber? 

Mr.  Hansen.  I  understand  it  owns  coastal  vessels,  but  I  do  not 
recall  any  Ceylonese-registered  vessels  that  have  been  able  to  carry 
rubber  to  China. 

Senator  Dirksen.  I  was  going  to  say  insofar  as  I  remember,  they 
load  everything  at  the  Port  of  Columbo. 

Mr.  Hansen.  Yes,  sir. 

Senator  Dirksen.  And  the  nationals  of  the  foreign  country  own 
lighterage  concessions,  so  unless  they  were  lightered  by  nationals  of 
a  foreign  countiy,  they  could  not  load  vessels  at  Columbo. 

Mr.  Hansen.  I  do  not  know. 

Senator  Dirksen.  If  it  were  correct,  and  I  think  it  is,  then  of  course 
the  pressure  would  have  to  go  on  that  foreign  country,  and  I  do  not 
want  to  complicate  the  situation  by  indicating  what  that  country 
is,  although  I  know. 

Mr.  Hansen.  Senator,  may  I  say  that  the  transaction  between 
the  Ceylonese  Government  and  the  Chinese  Government  is  a  gover- 
ment-to-government  transaction.  The  Ceylon  Government  buys  the 
rubber  from  their  own  planters.  I  would  assume  that  under  the 
present  political  situation  in  Ceylon  that  any  companies  operating  in 
Ceylon  would  be  subject  to  the  orders,  rules,  and  regulations  of  the 
Ceylonese  Government  and  not  another  government,  but  it  is  a  pos- 
sibility. 

Senator  Dirksen.  I  have  another  question.  Of  course,  it  is  going 
to  be  of  high  interest  in  this  session  when  we  get  around  to  the  ques- 
tion of  appropriating  for  foreign  aid.  The  Battle  Act  became  effec- 
tive on  January  24,  I  believe,  1952. 

Mr.  Hansen.  Yes,  sir. 

Senator  Dirksen.  There  have  been  some  violations  of  the  Battle 
Act  reported  as  I  understand.  They  have  not  been  great  in  dollar 
volume,  I  suppose,  but  has  foreign  aid  been  cut  off  from  any  country 
that  has  been  in  violation  of  the  Battle  Act? 

Mr.  Hansen.  No,  sir.  No  aid  has  been  cut  off  because  of  the  Battle 
Act. 

Senator  Dikksen.  There  have  been  violations,  however. 

Mr.  Hansen.  There  have  been  determinations  made  under  it.  Ac- 
tually it  is  a  little  difficult  to  term  it  a  violation  of  the  Battle  Act.  It 
is  something  that  occurred  which  the  Battle  Act  says  generally  should 
not. 

Mr.  Stasken.  I  think  it  should  be  made  clear,  that  is  under  the 
preceding  administration. 
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Senator  Dirksen.  That  is  right.  I  was  going  to  get  around  to 
that,  Governor.  I  am  glad  you  brought  it  out,  because  I  want  to 
elaborate  a  little.  You  see  the  second  report  was  made  to  Congress 
in  January  1953,  and  that  was  prepared  by  the  predecessor  adminis- 
tration and  it  was  signed  by  Mr.  Truman. 

Mr.  Stassen.  That  is  right. 

Senator  Dirksen.  Of  course,  on  page  85,  they  indicate  that  three 
countries,  the  U.  K.,  France  and  Italy  had  made  shipments  of  title  1, 
category  B,  items  in  the  amount  of  roughly  $2,y2  million. 

Mr.  Stassen.  That  is  right. 

Senator  Dirksen.  And  that  was  done  under  the  predecessor  admin- 
istration. 

Mr.  Stassen.  That  is  right. 

Senator  Dirksen.  Is  there  in  the  file  anything  to  indicate  that  in 
view  of  that  report  signed  by  the  President,  that  any  foreign  aid  has 
been  cut  off  from  those  countries  ? 

Mr.  Stassen.  You  see,  the  President  Truman  report  was  on  the 
basis  that  the  aid  should  not  be  cut  off  by  reason  of  those  shipments. 
So  that  closed  those  transactions.  But  the  matter  of  what  you  do  in 
the  future  in  these  and  other  situations  is  involved  in  this  National 
Security  Council  study.  In  other  words,  here  you  have  a  very  com- 
plex and  basic  question,  as  I  know,  Senator,  you  are  very  well  aware. 
In  a  given  country  that  we  are  interested  in  having  strong,  we  are 
interested  in  building  up  their  economic  situation,  they  have  some 
trade  of  a  nonstrategic  nature  going  on  with  the  Soviet  Union,  and 
they  have  some  preorders,  that  is,  orders  placed  before  the  Battle  Act 
came  into  effect,  of  not  a  highly  strategic  nature,  but  yet  of  a  strategic 
nature.  Then  how  do  you  cut  through  that,  and  how  do  you  reach  a 
conclusion  ? 

As  you  realize  from  your  past  experience,  it  is  not  a  simple  matter, 
because  you  are  involved  in  the  whole  question  of  the  trade  and  ac- 
tivity of  that  country  that  you  want  to  have  strong,  that  they  feel 
they  are  getting  the  best  of  the  trade,  and  that  they  are  not  really 
sending  over  anything  that  is  significant,  yet  we  feel  it  is  strategic 
goods. 

You  have  the  matter  of  your  relations  to  other  countries.  Those 
determinations  have  not  been  made  in  this  new  administration.  As 
you  just  indicated,  the  last  one  is  under  the  preceding  administration 
of  President  Truman.  You  have  in  a  matter  like  the  Ceylon  rubber 
carried  in  Polish  bottoms,  Ceylon  receiving  no  aid  from  this  country ; 
what  do  you  do  in  a  situation  of  that  kind  ?  It  is  complex.  It  is  not 
simple.  We  are  studying  it  carefully,  and  we  will  report  fully  to  the 
Congress  of  the  conclusions  we  reach,  and  such  recommendations  that 
we  will  make.  We  will  report  to  you  any  and  all  facts  that  you  ask 
for.  That  is  why  after  this  informal  conference  of  2  weeks  ago  we 
prepared  all  these  documents  and  reports  and  statistics  that  were 
asked  for.  We  must  work  together  on  the  situation  and  think  it 
through. 

The  Chairman.  May  I  ask,  Governor,  is  the  task  of  yours  and  Mr. 
Hansen  that  since  Mr.  Dulles  was  in  England,  and  had  this  confer- 
ence with  Eden,  that  Eden  made  the  statement  that  if  Nationalist 
China  attempted  to  interfere  with  British  flag  vessels  going  into  Com- 
munist ports,  that  they  would  be  protected?     I  assume  protected  by 
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the  British  Navy.  Does  that  not  rather  strengthen  the  hand  of  those 
who  feel  they  should  trade  with  Red  China,  and  weaken  our  power 
to  cut  off  that  shipping  to  Red  China  \  Or  are  you  aware  of  the  fact 
that  Eden  made  that  statement? 

Mr.  Stassen.  I  am  not  certain  of  a  statement  such  as  you  describe. 
Do  you  have  a  copy  of  it  ? 

The  Chairman.  Yes ;  I  have  a  copy  of  U.  S.  News  &  World  Re- 
port, the  debates  of  the  British  Parliament.  I  quote  from  the 
heading : 

What  follows  is  an  official  report  of  most  of  the  dehate  in  Parliament  after 
Secretary  of  State  Dulles  had  visited  Great  Britain. 

Mr.  Stassen.  What  is  the  date  of  it,  Senator? 

The  Chairman.  February  10,  counsel  says. 

Mr.  Kennedy.  February  20  is  the  date  of  the  article. 

Mr.  Stassen.  You  see,  that  is  prior  to  this  agreement  reached  over 
here  in  the  Dulles-Eden  talks.  In  other  words,  the  progress  that  was 
made  with  the  U.  K.  was  made  on  March  7,  1953,  and  the  Secretary 
of  State,  Mr.  Dulles,  really  did  a  brilliant  job  in  those  conversations, 
and  made  this  significant  progress  that  had  not  previously  been  made. 

Now,  as  I  have  indicated,  much  has  been  accomplished,  but  much 
more  needs  to  be  accomplished.  We  are  working  very  actively  on 
this  situation  and  so  is  the  Secretary  of  State.  They  have  the  leader- 
ship in  negotiations.  The  Department  of  Defense  and  CIA  brings  the 
coordinated  intelligence  information.  Commerce  controls  the  exports 
from  the  United  States.  The  Atomic  Energy  Commission  has  com- 
plete control  over  the  atomic-energy  situation.  And  we  are  coordinat- 
ing and  closing  on  all  of  these  fronts  to  endeavor  to  really  move  on  the 
overall  effect. 

The  Chairman.  I  may  say  I  heartily  agree  that  Mr.  Dulles  has  been 
making  excellent  progress.  Incidentally,  one  of  the  items  on  which 
he  made  some  progress,  if  I  am  incorrect,  tell  me,  I  believe  prior  to 
the  conference  between  Mr.  Dulles  and  Mr.  Eden,  the  British  took 
the  word  of  their  shipowners,  the  British  flags,  plying  between  a  Com- 
munist port  and  Red  China  as  to  what  was  in  the  vessel.  In  other 
words,  from  the  manifests.  Is  it  correct  that  the  British  have  agreed 
now  that  they  will  have  physical  inspection  so  that  they  will  know, 
for  example,  whether  soybeans  are  shipped  or  ammunition,  other 
than  the  manifest  of  the  captain  ? 

Mr.  Stassen.  I  do  not  have  the  details  of  how  the  British  are  fol- 
lowing through  and  effectuating.  But  I  have  no  doubt  that  the  Brit- 
ish Government  is  very  capable  in  enforcing  conclusions  that  the 
Government  reaches.  I  do  not  know  of  the  arrangement  under  which 
they  are  doing  it. 

The  Chairman.  You  are  aware  of  the  fact  that  while  Britain  over 
a  long  period  of  time  has  maintained  that  she  was  barring  the  ship- 
ment of  strategic  materials  to  Red  China,  that  ships  bearing  the 
British  flag  were  plying  from  Communist  ports  to  Red  China,  and 
the  only  proof  that  Britain  had,  unless  one  of  their  intelligence  offi- 
cers happened  to  be  on  the  dock,  was  the  manifest  provided  by  the 
captain  of  the  ship.  So  actually  they  had  no  knowledge  unless  they 
happened  to  have  an  intelligence  officer  on  the  dock  or  heard  from  an 
intelligence  officer  from  some  other  country  what  was  in  the  ship,  is 
that  correct  ? 
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Mr.  Stassen.  I  do  not  know  the  details  of  that  situation.  We  do,  of 
course,  use  a  lot  of  intelligence  information  in  locating  these  bad  situa- 
tions and  closing  in  on  them. 

The  Chairman.  Are  you  aware  of  the  fact  that  Eden  made  the 
statement  which  I  mentioned  a  bit  ago?  Perhaps  I  should  read  this 
into  the  record.  This  is  from  the  U.  S.  News  &  World  Report  of 
February  20,  the  Parliament  debate  which  allegedly  occurred  on  the 
10th,  after  Dulles  visited  Britain.    One  of  the  members  said : 

Then  again  we  think  it  would  be  a  mistake  to  have  a  policy  of  blockade,  but 
it  is  not  difficult  to  think  how  the  Americans  use  that  with  their  overwhelming 
naval  power  and  the  advantages  which  they  think  it  might  give  them.  I  say 
these  things  not  because  I  am  defending  or  justifying  the  policy 

There  is  an  interruption,  and  Eden  makes  this  statement.  I  am 
not  reading  the  entire  statement.    We  will  put  it  in  the  record.    He 

says : 

The  right  honorable  gentleman  asked  me  one  specific  question:  What  would 
happen  if  any  of  the  ships  of  Chiang  Kai-shek — I  know  he  has  some — sought  to 
interfere  with  British  shipping.  There  has  already  been  one  such  incident  to 
which  we  have  reacted  in  the  way  the  House  knows.  Compensation  is  being  paid 
or  some  arrangements  are  being  made  about  it,  and  apologies  are  being  made.  I 
can  tell  the  House  at  once  that  Her  Majesty's  ships  on  their  lawful  occasions  will 
always  be  protected.  That  is  the  duty  and  policy  of  any  government  of  this 
country  and  that  is  what  we  should  do  if  our  ships  were  interfered  with — they 
would  be  protected  as  that  ship  was,  in  fact,  protected. 

Now,  under  the  agreement  made  with  Mr.  Dulles,  a  British  flagship 
carrying  what  they  call  nonstrategic  materials  to  a  Communist  port 
would  be  on  a  lawful  mission  and  under  Eden's  statement  would  be 
protected,  is  that  right. 

Mr.  Stassen.  I  would  not  attempt  to  interpret  the  British  Govern- 
ment's position  from  a  statement  that  Mr.  Eden  made  in  Parliament 
prior  to  his  talk  here  with  Mr.  Dulles. 

The  Chairman.  Mr.  Eden  states  that  the  ships  will  be  protected  if 
they  are  on  a  lawful  mission.  You  have  been  going  into  this  in  some 
detail.  Let  me  ask  you  this :  Under  the  agreement  concluded  between 
Mr.  Eden  and  Mr.  Dulles,  a  British  flagship  carrying  nonstrategic 
material  to  Communist  China  would  be  on  a  lawful  mission,  is  that 
right  ? 

Mr.  Stassen.  You  would  have  to  know  the  rest  of  the  facts,  whether 
it  was  licensed  for  that  trip  and  whether  it  had  made  its  proper  reports 
and  other  factors  of  that  kind. 

The  Chairman.  Assume  all  the  proper  facts. 

Mr.  Stassen.  It  is  not  possible  to  conclude  on  a  hypothetical  basis 
such  as  you  give.  You  also  come  into  the  question  of  what  is  the  legal 
right  of  the  China  Nationalist  Navy  in  that  area  where  they  have  the 
waters  between  Formosa  and  Communist  China.  That  is  why  one  of 
the  significant  things  in  the  picture  was  President  Eisenhower's  action 
in  changing  the  order  to  the  United  States  7th  Fleet  so  they  would  not 
in  fact  be  containing  the  Chinese  Nationalists  Navy  and  protecting 
the  Communist  coast.     That  is  a  far-reaching  thing. 

The  Chairman.  To  get  back  to  the  question,  if  we  may  again,  under 
the  agreement  reached  by  Dulles  and  Eden,  there  will  be  considerable 
shipping  into  Ked  Chinese  ports.  In  other  words,  that  does  not  bar 
the  shipment  by  British  bottoms  into  Communist  ports. 

Mr.  Stassen.  On  nonstrategic  goods. 
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The  Chairman.  Yes. 

Mr.  Stassen.  At  the  present  time,  no,  it  does  not;  but  it  is  a  part 
of  the  whole  matter,  of  course,  that  is  under  study  in  relationship  to 
the  U.  N.  resolution  and  to  our  objectives  in  Korea  and  Communist 
China. 

The  Chairman.  Our  objectives  in  Korea,  I  hope,  are  victory.  Is  it 
correct  that  rubber  is  not  listed  as  strategic  material  I 

Mr.  Stassen.  It  is  listed  as  a  strategic  material. 

The  Chairman.  That  is  barred? 

Mr.  Stassen.  It  is  not  in  category  A,  not  like  atomic  energy  ma- 
terial.   It  is  secondary  strategic.    That  is  what  it  is  called  technically. 

The  Chairman.  Does  the  new  agreement  negotiated  by  Mr.  Dulles 
and  Mr.  Eden  bar  the  shipment  of  rubber  to  Communist  China  in 
British-flag  vessels?  If  you  do  not  know,  perhaps  Mr.  Hansen  can 
tell  us. 

Mr.  Hansen.  Yes.  It  is  not  involved  in  these  discussions  because 
the  shipment  of  rubber  to  Communist  China  has  been  barred  by  the 
British  since  the  U.  N.  declaration  of  May  18, 1951. 

The  Chairman.  You  say  that  British  bottoms  are  now  barred  from 
carrying  any  rubber  to  Communist  China;  is  that  correct? 

Mr.  Hansen.  That  is  correct. 

The  Chairman.  We  have  had  this  story  of  the  tremendous  increase. 

Mr.  Flanagan.  May  I  elaborate  on  that,  Senator? 

The  Chairman.  Yes. 

Mr.  Flanagan.  You  say  the  shipment  of  rubber  in  British  ships  to 
Red  China  is  barred  ? 

Mr.  Hansen.  That  is  correct. 

Mr.  Flanagan.  However,  the  British  are  not  barred  from  sending 
rubber  into  other  areas  of  the  Soviet  bloc? 

Mr.  Hansen.  That  is  correct. 

Mr.  Flanagan.  As  a  matter  of  fact,  and  we  pointed  out  these 
statistics  a  while  ago  in  the  record,  is  it  not  true  that  the  United  King- 
dom sent  90,000  tons,  approximately,  of  rubber  to  the  Soviet  bloc  in 
1952? 

Mr.  Hansen.  That  is  correct. 

Mr.  Flanagan.  Can  you  understand  this?  What  good  is  cutting 
off  the  shipment  of  rubber  to  China  by  Britain  and  allowing  Britain 
on  the  other  hand  to  send  some  90,000  tons  of  rubber  into  Czecho- 
slovakia, Poland,  or  Russia  herself? 

Mr.  Hansen.  The  difference  in  the  operation  is  that  we  do  not  have 
any  indications  that  the  eastern  European  Soviet  bloc  is  transporting 
rubber  to  China. 

Mr.  Flanagan.  Where  do  you  suppose  in  early  1952,  Mr.  Hanson, 
the  MIG  planes  were  getting  their  natural  rubber  tires? 

Mr.  Hansen.  They  were  getting  their  natural  rubber  tires  from  the 
production  in  eastern  Europe. 

Mr.  Flanagan.  From  the  very  places  Britain  was  sending  that  rub- 
ber: is  that  not  true? 

Mr.  Hansen.  That  is  correct. 

Senator  Mundt.  In  fact,  a  shipment  of  rubber  to  any  place  behind 
the  Iron  Curtain  could  conceivably  wind  up  on  the  battlefront  of 
Korea. 

Mr.  Hansen.  It  could  in  an  end  item ;  yes,  sir. 
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Mr.  Stassen.  That  is  why  the  problem  is  so  complex.  Actually 
any  item  that  goes  anywhere  in  the  Soviet  Union  might  wind  up  in 
that  picture,  so  you  have  the  question  of  what  do  you  do  with  the 
whole  Soviet  bloc  in  all  types  of  trade,  and  that  is  why  it  is  not  some- 
thing you  can  just  answer  very  quickly. 

The  Chairman.  One  way  of  making  it  less  complex  and  simpler 
would  be  to  remove  from  the  trade  with  Red  China  and  the  Soviet 
bloc  nations  all  flag  vessels  owned  by  our  allies ;  is  that  right  ?    There 
is  no  question  about  that;  is  there,  Governor? 
Mr.  Stassen.  I  did  not  understand  you. 
The  Chairman.  Please  read  my  question. 
(Question  read  by  the  reporter.) 
Mr.  Stassen.  Yes. 

The  Chairman.  Governor,  on  two  or  three  occasions  this  morning 
when  questioning  Mr.  Hansen,  you  said  you  wanted  to  plead  with 
the  committee  for  cooperation. 
Mr.  Stassen.  Yes. 

The  Chairman.  I  have  instructed  my  staff  to  cooperate  with  you. 
You  told  me  you  have  instructed  your  staff  to  do  likewise. 
Mr.  Stassen.  That  is  right. 

The  Chairman.  If  you  have  any  knowledge  of  any  lack  of  co- 
operation, I  will  be  glad  to  hear  of  that.  If  you  at  this  moment  know 
of  any  lack  of  cooperation  on  the  part  of  this  committee,  I  am  sure 
that  the  other  members  of  the  committee  would  be  very,  very  happy 
to  know  about  that  lack  of  cooperation. 

Mr.  Stassen.  The  lack  of  cooperation  is  involved,  Senator,  in  dis- 
cussing in  informal  sessions  10  days  ago  what  we  are  doing  and  how 
we  are  doing  it,  and  then  entering  into  this  Greek  owner  situation, 
and  acting  without  any  information  to  us  and  acting  in  a  manner 
which  I  said  earlier  I  feel  undermines  the  effort  we  are  carrying  on. 
That  is  the  lack  of  cooperation  that  I  was  very  disappointed  to  see. 
The  Chairman.  The  lack  of  cooperation,  then,  was  our  removal 
from  the  China  trade  shipping  that  you  have  been  unable  to  remove 
so  far,  and  we  did  not  notify  you,  you  say,  ahead  of  time? 

Mr.  Stassen.  No,  Senator,  you  know 

The  Chairman.  Let  me  finish.    We  will  let  you  have  all  of  the  time 
you  want. 

Mr.  Stassen.  All  right. 

The  Chairman.  I  might  say  that  as  long  as  our  Defense  Depart- 
ment says  that  we  feel  that  shipping  any  material  whatsoever  to  Red 
China  increases  the  war  potential  of  Red  China,  as  Mr.  Wilson  says — 
he  said  that  all  departments  agree — that  means  more  American  boys 
die  because  of  it.  That  is  not  merely  my  opinion.  That  is  the  entire 
Defense  Department.  As  long  as  the  State  Department  has  adopted 
a  policy  that  we  should  not  allow  any  American-flag  vessels  to  carry 
anything  to  Red  China,  then  I  feel  that  I  or  any  other  citizen  should 
exert  every  effort  humanly  possible  to  restrict,  cut  down,  or  completely 
cut  out  the  shipments  to  Red  China.  This  committee  has  no  authority 
to  negotiate  with  any  foreign  government.  We  have  not  done  that. 
We  do  not  intend  to.  But  I  may  say  I  intend  to  continue  to  try  and 
remove  every  ship  I  possibly  can  from  that  China  trade.  If  I  can  get 
1  shipowner  who  owns  1  ship  which  is  carrying  trade  to  Red  China  to 
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sign  an  agreement  with  this  committee  that  he  will  knock  that  trade 
off  tomorrow,  I  think  we  are  helping  our  war  effort  in  China. 

May  I  say  I  would  like  at  this  time  to  highly  compliment  the  three 
young  men  who  have  been  singlehandedly  responsible  for  doing  what 
the  old  State  Department  under  Acheson  has  been  unable  to  do  for 
years.  I  realize  you  have  been  in  your  job  for  a  short  period  of  time, 
and  Mr.  Dulles,  too.  I  want  to  give  them  credit  for  the  tremendous 
accomplishment  of  dealing  a  heavier  blow  to  the  Communists  than 
the  State  Department  has. 

I  would  like  to  name  them:  Mr.  Kennedy,  Mr.  Flanagan  and  Mr. 
Leece,  who  is  no  longer  with  us ;  he  has  been  promoted  as  of  last  Mon- 
day, has  the  job  of  Special  Assistant  to  the  Attorney  General  in  the 
Admiralty  Section  of  the  Justice  Department. 

Senator  McClellan.  Along  those  lines,  I  would  like  to  ask  the 
governor  a  question.  I  would  like  to  know  whether  this  agreement 
has  been  obtained  and  the  contemplated  agreement  with  the  shipping 
interests  of  Great-  Britain  in  any  way  conflicts  or  contravenes  the 
general  policies  of  the  MSA. 

Mr.  Stassen.  I  do  not  understand.  The  agreement  with  the  ship- 
ping interests  of  Great  Britain? 

Senator  McClellan.  The  agreement  with  the  Greek  interests  that 
we  say  has  been  consummated,  and  the  one  that  is  contemplated  with 
certain  shipping  interests  of  Great  Britain,  as  has  been  testified  to 
here;  do  these  agreements  in  any  way  contravene  or  conflict  with  the 
general  overall  policy  of  the  MSA  ? 

Mr.  Stassen.  No,  they  do  not. 

Senator  McClellan.  Then  they  do  not,  I  assume,  conflict  in  any  way 
with  the  general  policies  of  this  Government  to  reduce  that  shipping  to 
the  very  minimum  or  eliminate  it  completely;  do  they? 

Mr.  Stassen.  There  you  get  into  this  question,  Senator 

Senator  McClellan.  I  am  going  to  ask  you  another  question. 

Mr.  Stassen.  Yes,  they  do. 

Senator  McClellan.  Sir? 

Mr.  Stassen.  They  do  in  that  case. 

Senator  McClellan.  They  do  in  that  case.  I  gathered  from  your 
testimony,  Governor,  that  while  you  say  these  agreements  are  desir- 
able— in  other  words,  to  stop  the  shipping  is  desirable — I  gathered 
from  your  testimony,  at  least  an  implication  that  possibly  these  agree- 
ments in  some  way  were  going  to  hamper  or  hinder  you,  and  possibly 
the  State  Department,  in  getting  other  agreements  to  carry  out  the 
overall  policy,  agreement  with  other  governments.  If  it  will  in  any 
way  handicap,  if  it  is  a  hindrance  in  any  way  to  the  final  objective,  I 
would  like  to  have  an  explanation  of  it  for  the  record.  I  think  it 
may  take  you  a  little  while  to  do  it.  I  am  not  asking  you  to  do  it  at 
this  moment,  but  I  should  like  to  have  a  statement  prepared  by  you, 
pointing  out  how  the  obtaining  of  these  agreements  by  this  committee 
in  any  way  obstructs  or  hinders  the  consummation  or  the  pursuit  of 
the.  overall  general  policies  of  this  Government  with  reference  to  this 
problem.  We  have  been  talking  about  cooperation  and  I  want  to 
see  this  committee  and  the  legislative  and  executive  branches  work 
together. 

Mr.  Stassen.  Thank  you. 

Senator  McClellan.  I  am  trying  to  determine  if  such  agreements 
are  actually  causing  more  hindrance  and  obstruction ;  we  should  have 
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it  for  the  record.  If  they  are  good,  if  they  are  an  aid,  if  they  are 
an  assistance  to  the  attainment  of  the  final  objective,  I  think  we  should 
know  that.  I  would  like  to  have  a  statement  from  you,  and  you  can 
take  your  time,  as  far  as  I  am  concerned,  in  preparing  it,  with  regard 
to  that  particular  question. 

Mr.  Stassen.  There  are  two  principal  reasons,  Senator.  The  only 
way  that  we  really  can  accomplish  our  objective,  as  the  United  States, 
in  this  situation,  is  through  the  successful  conclusion  of  negotiation 
with  all  of  the  non-Communist  governments  in  the  world.  The  only 
way  to  conduct  these  negotiations  is  through  the  leadership  of  the 
State  Department  of  our  Government.  So  if  that  situation  does  not 
work  out  satisfactorily,  the  answer  for  the  American  people,  as  they 
have  their  opportunity,  is  to  change  administrations.  There  is  no 
other  way  that  you  can  successfully  carry  through  an  item  of  this 
nature  other  than  the  successful  conclusion  of  negotiations  with  all 
of  the  non-Communist  governments  by  the  leadership  of  the  State 
Department.     That  is  the  first  important  point. 

The  second  is  that  when  there  are  individuals  who  have  operated 
contrary  to  law,  if  they  have  so  operated,  then  it  is  important  that 
they  should  be  punished  for  that  violation  of  law,  and  they  must  not 
be  commended.     Those  are  the  two  points. 

Senator  McClellan.  I  do  not  understand  that  there  is  anything  in 
this  agreement  that  makes  any  concession  to  them,  or  gives  any  im- 
munity to  them  for  any  law  they  have  violated.  Certainly  no  such 
agreement  has  been  made. 

The  Chairman.  I  think  it  should  be  made  clear  that  the  17  British- 
flag  vessels  that  were  shipping  material  into  Red  China  were  not 
violating  any  British  laws  as  far  as  I  know.  The  Greek  nationals 
living  in  this  country  were  not  violating  any  American  law.  I  think 
unless  you  can  point  out  they  have  been  violating  a  law,  it  is  unfair 
to  say  they  are  violating  a  law.  I  think  anybody  who  ships  into 
Red  China  is  violating  a  moral  law.  The  British  were  doing  that. 
If  these  individuals  are  guilty  of  any  crime,  I  believe  the  Justice 
Department  should  be  informed  of  that.  If  you  know  of  any  crime, 
you  should  carry  it  to  the  Justice  Department,  and  I  am  sure  Mr. 
Brownell  would  speedily  act. 

Mr.  Stassen.  They  are  under  investigation,  Senator. 

The  Chairman.  I  might  state  further,  Governor,  if  you  feel  that 
the  removal  of  242  ships  plus  150  which  we  hope  to  remove  today  or 
tomorrow  from  the  potential  China  trade  is  aiding  the  Communists 
in  Korea  or  Communist  China,  I  am  inclined  to  think  we  could  go 
to  the  Greek  shipowners  and  ask  them  to  put  their  ships  back  in 
the  trade  with  Red  China. 

I  get  the  impression  from  what  you  said  here  it  is  good  to  have 
ships  removed  from  that  if  the  State  Department  does  it,  but  bad 
if  the  committee  succeeds  in  having  them  removed.  That  startles 
me,  especially  in  view  of  the  fact  that  you  told  us  that  it  is  the  policy 
of  this  Government — I  am  sure  that  it  is;  that  is  one  of  the  reasons 
I  have  campaigned  for  the  new  administration  so  vigorously  and 
will  continue  to  do  that — to  hamper  and  hurt  the  war  potential  of 
Red  China  as  much  as  possible.  And  the  policy  is  that  could  effec- 
tively be  done  if  we  could  discontinue  all  shipping  with  Red  China. 
That  is  one  of  the  reasons  that  the  three  young  men  on  the  committee 
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did  an  outstanding  job  in  negotiating  this  agreement.  If  you  think 
that  represents  a  lack  of  cooperation,  if  you  can  prove  that  to  us — 
I  would  not  merely  take  your  word  for  it,  because  I  disagree — if  you 
can  show  that  is  impeding  your  efforts  to  remove  other  ships  from 
the  China  trade,  I  am  sure  that  the  owners  would  be  willing  and 
anxious  to  put  their  ships  back  in  trade  with  Red  China. 

I  think  we  should  make  it  clear  at  this  time  when  we  refer  to  the 
242  ships  and  the  150  ships,  we  are  not  referring  to  ships  that  happen 
to  be  on  the  high  seas  carrying  material  to  any  Communist  port  at 
this  particular  moment.  Those  are  ships  which  were  available  for 
charter  between  Communist  ports  and  some  of  them  available  for 
shipment  direct  to  Red  China.  Some  of  them  were  not  available 
under  the  laws  of  their  government  to  ship  directly  to  Red  China, 
but  available  to  ship  material  from  one  point  to  another. 

Senator  McClellan.  If  I  may,  Governor,  I  would  like  to  request 
that  you  prepare  for  the  record,  or  at  least  for  me  a  statement  com- 
pletely covering  this  question,  giving  us  your  views  on  it,  and  wherever 
the  arrangement  or  this  voluntary  agreement  with  reference  to  these 
ships  has  an  advantage,  state  that,  and  in  what  respect  they  cause 
a  disadvantage  or  hindrance  or  impediment  to  your  work  with  other 
governments,  state  that  in  full. 
What  I  want  to  do  is  to  make  an  evaluation  of  the  whole  situation. 
Mr.  Stassen.  I  appreciate  tnat. 

Senator  McClellan.  I  think  we  all  should  work  to  the  end  that 
both  the  executive  and  the  legislative  cooperate. 
Mr.  Stassen.  That  is  right. 

Senator  McClellan.  If  we  can  be  helpful,  I  want  to  be  helpful. 
If  seemingly  we  are  being  helpful,  and  it  is  actually  causing  more 
harm  or  injury  to  the  attainment  of  the  overall  objectives,  I  want 
to  know  that. 

On  the  face  of  it,  it  looks  to  me,  the  more  ships  we  remove,  of  course, 
the  better  off  we  are.  But  I  would  like  to  hear  from  you  very  definitely 
about  that  in  a  statement  that  you  may  prepare  for  the  record,  if 
that  is  agreeable. 

Mr.  Stassen.  You  see,  on  the  broad  objective  we  want  to  particu- 
larly close  in  on  strategic  goods,  and  strategic  goods  under  the  text 
of  the  agreement  given  to  us,  moving  from  a  western  port  to  a  Soviet 
non-China  port,  is  not  covered  in  this  agreement  that  you  have  given, 
as  I  see  it. 
The  Chairman.  Can  you  repeat  that? 

Mr.  Stassen.  We  will  take  a  shipment  of  steel  from  a  South  Ameri- 
can country  into  Poland.  That  would  not  be  covered  by  your  agree- 
ment. 

Mr.  Flanagan.  On  that  point,  Governor  Stassen,  would  you  be 
satisfied  with  the  agreement  if  we  could  get  the  Greek  shipowners 
to  say  they  will  not  carry  any  strategic  materials,  strategic  as  out- 
lined under  the  Battle  Act,  in  their  ships  anywhere? 

Mr.  Stassen.  Mr.  Flanagan,  as  I  emphasized  earlier,  there  really 
is  only  one  way,  as  I  see  it,  that  we  can  get  this  job  done,  and  that  is 
through  getting  all  of  the  non-Communist  governments  to  join  through 
the  leadership  of  the  State  Department  in  negotiations.  I  am  very 
serious  about  that.  That  is  really  the  only  way  this  Government  can 
effectively  act  in  the  problem.  I  point  this  out  to  indicate  one  of  the 
gaps  in  your  approach  in  the  physical  sense.     I  have  given  the  other 
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gap  in  the  way  in  which  it  affects  the  negotiation  by  countries,  and 
the  way  in  which  it  affects  the  enforcement  proceedings.  I  am  per- 
fectly willing,  Mr.  Flanagan,  to  give  you  the  credit  for  the  very  best 
of  intentions  for  what  you  have  done,  and  I  know  you  are  just  as 
patriotic  as  anyone  on  this  side  of  this  situation,  but  the  thing  is  that 
in  this  method  you  really  do  not  advance  toward  the  objective  which 
we  all  have. 

Mr.  Flanagan.  I  realize  your  ultimate  objective 

The  Chairman.  Let  me  interrupt.  I  do  not  understand  that,  Gov- 
ernor. You  have  told  us  that  you  have  no  objection  to  discontinuing 
all  shipping  to  China.  The  Defense  Establishment  says  that  is  the 
situation.  Your  man,  Mr.  Hansen,  says  we  have  removed  35  percent 
of  the  ships  from  that  trade. 

Mr.  Stassen.  35  percent  of  the  British  ships  that  were  involved  in 
this  transaction ;  17  ships. 

The  Chairman.  35  percent,  he  said. 

Mr.  Stassen.  I  wanted  to  keep  the  facts  correct. 

The  Chairman.  35  percent  of  the  shipping,  40  percent  of  the  ships 
between  the  Soviet-bloc  countries.  You  said  this  is  not  a  step  forward 
because  the  State  Department  did  not  do  it. 

Mr.  Stassen.  That  is  not  what  I  said. 

The  Chairman.  You  say  it  must  be  done  as  a  result  of  agreements 
between  governments,  that  the  nationals  of  countries  should  not  re- 
move their  ships  from  the  trade. 

Mr.  Stassen.  That  is  not  what  I  said.    Let  me  put  it  this  way. 

The  Chairman.  Let  us  get  it  right  down  to  the  point.  If  this  com- 
mittee, or  if  John  Jones  or  Pete  Smith,  or  someone  who  does  not 
happen  to  be  the  Secretary  of  State,  can  negotiate  an  agreement  to 
remove  all  ships  which  are  plying  the  trade  between  Red  China  and 
Ceylon,  carrying  that  very  important  rubber,  would  you  say  that 
would  be  a  good  thing  or  do  you  say  it  would  be  bad  unless  the  State 
Department  does  it  ? 

Mr.  Stassen.  You  say  the  ships  plying  with  rubber.  That  is  the 
Polish  ships. 

The  Chairman.  Between  Ceylon  and  China. 

Mr.  Stassen.  That  is  the  Polish  ships. 

The  Chairman.  If  someone  other  than  the  State  Department  can 
remove  them- 

Mr.  Stassen.  If  you  can  stop  Soviet-bloc  ships  from  carrying 
things  into  the  Soviet  bloc,  you  will  be  making  a  major  accomplish- 
ment. 

The  Chairman.  If  we  remove  any  other  flag  vessels  carrying  rubber 
between  Ceylon  and  Red  China,  would  that  be  a  good  thing,  even 
though  the  Secretary  of  State  does  not  do  it?  Do  you  follow  me, 
Governor  ? 

Mr.  Stassen.  Surely  I  follow  you.  That  would  depend  on  what  its 
effect  was  in  getting  all  of  the  countries  of  the  non-Communist  bloc 
to  stop  it.  In  other  words,  if  you  put  out  one  ship  that  made  a  trip 
last  year,  but  another  ship  takes  that  ship's  place,  we  are  nowhere.  If 
you  get  the  governments  to  stop  all  the  ships,  then  we  are  getting  some- 
where. 

The  Chairman.  You  do  not  mean,  Governor,  that  if  you  take 
out  half  the  ships  you  are  accomplishing  nothing,  unless  you  take  them 
all  out.    If  you  can  take  one  ship,  Governor,  I  am  sure  as  a  man  of 
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conscience  you  must  agree,  which  was  about  to  carry  rubber  tomorrow 
from  Ceylon  to  Red  China,  if  you  are  removing  it  from  the  trade,  you 
are  injuring  Red  China. 

Mr.  Stassen.  Not  if  another  ship  picks  up  the  same  cargo  and  takes 
it  to  Red  China. 

Mr.  Flanagan.  Will  you  not  have  an  excellent  bargaining  point 
with  the  British  if  a  British  ship  takes  that  ? 

Mr.  Stassen.  It  does  not  carry  rubber. 

The  Chairman.  You  know  that  to  be  a  fact  ? 

Air.  Stassen.  Yes. 

The  Chairman.  You  say  there  are  no  British-flag  vessels  engaged 
in  trade  from  Ceylon  to  Red  China  ? 

Mr.  Stassen.  Taking  rubber  from  Ceylon  to  Red  China,  as  far  as 
we  know. 

The  Chairman.  Do  you  know  that  there  are  any  British  ships 
carrying  any  shipments  from  Ceylon  to  Red  China  ? 

Mr.  Stassen.  Say  that  again. 

The  Chairman.  Do  you  know  whether  any  British  ships  are  car- 
rying material  from  Ceylon  to  Red  China  ? 

Mr.  Stassen.  Material.     You  have  shifted  from  rubber  to  material. 

The  Chairman.  Yes,  I  have.     That  is  the  question. 

Mr.  Stassen.  I  am  not  certain  as  to  that;  I  am  quite  certain  from 
every  information  that  we  have  that  no  British  ships  have  taken  this 
rubber  from  Ceylon  to  Red  China. 

The  Chairman.  But  you  do  know  there  are  British-flag  vessels 
carrying  material  from  Ceylon  to  Red  China  ? 

Mr.  Stassen.  I  am  not  certain  as  to  that. 

Senator  Mundt.  Mr.  Chairman,  I  would  like  to  ask  the  gentleman 
this  question :  Let  us  assume  for  the  moment  that  our  staff  had  not 
been  working  on  these  agreements  for  a  period  of  some  time,  and 
that  the  committee  had  not  in  any  way  participated.  Let  us  assume 
instead  that  we  had  read  in  the  New  York  Times  of  Sunday  that 
these  shipowners  had  of  their  own  volition  and  as  a  matter  of 
conscience  or  a  matter  of  public  opinion  recognized  the  error  of  their 
ways  and  had  voluntarily  announced  that  they  were  no  longer  en- 
gaging their  ships  in  trade  with  Red  China  or  with  the  bloc  coun- 
tries— in  other  words,  of  their  own  volition  they  said,  "We  will  take 
35  percent  of  the  total  ships  out  of  this  Red  trade,  and  40  percent  of 
the  total  ships  out  of  the  other — would  that  or  would  that  not  have 
been  a  good  contribution  by  reducing  the  supplies  being  received  by 
Communist  countries? 

Mr.  Stassen.  It  would  have  been. 

The  Chairman.  It  seems  that  way  to  me. 

Mr.  Stassen.  Surely. 

The  Chairman.  So  the  question  did  this  committee  make  any 
promise  to  those  shipowners  which  would  lead  them  to  believe  that 
they  would  escape  any  penalties  which  the  Government  might  right- 
fully make.  I  want  to  state  for  the  record  that  to  the  best  of  my 
knowledge  there  were  no  promises,  pledges,  or  commitments  of  that 
type  made  in  any  way,  shape,  or  form.  If  I  am  wrong,  Mr.  Flana- 
gan, you  may  correct  me. 

Mr.  Flanagan.  You  are  perfectly  right,  Senator. 

The  Chairman.  Let  me  ask  Mr.  Kennedy  also,  and  both  of  you 
gentlemen  are  under  oath,  of  course.     You  have  been  negotiating  this 
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agreement.     Is  it  correct  that  no  promises  of  any  kind  were  made 
to  these  shipowners? 

Mr.  Kennedy.  That  is  right. 

The  Chairman.  And  you  know  from  your  own  knowledge  that  Mr. 
Leece  made  no  promises? 

Mr.  Flanagan.  Yes,  sir. 

Senator  Mundt.  It  seems  to  me  we  are  not  far  in  disagreement.  It 
seems  that  we  all  feel  there  was  a  constructive  move  made.  Unfor- 
tunately, the  Greek  owners  did  not  have  that  conscience,  but  the  work 
of  the  staff  in  one  way  or  another  was  instrumental  in  making  it,  and 
so  far  it  is  a  good  result.  Actually  we  are  cooperating.  I  do  not 
see  any  great  disparity  in  the  objectives  or  the  procedure.  Some  of 
the  facts  that  we  used  in  developing  it  came  through  your  cooperation. 

Mr.  Stassen.  I  would  like  to  officially  present,  Mr.  Chairman,  to 
the  committee,  the  information  that  was  requested  of  us  10  days  ago, 
and  which  has  been  compiled  by  the  cooperation  of  the  various 
departments.  One,  the  non-Communist  registered  merchant  ship- 
ping trading  with  the  Soviet  bloc  July  1952,  Far  East. 

Two  and  three,  the  same  for  August  1952,  Far  East,  and  September 
1952,  Far  East,  four,  tables  of  monthly  involvement  of  non-Communist 
registered  ships  in  trade  with  the  Soviet  bloc,  Far  East  by  (a)  country 
of  registry,  (b)  residence  of  owners,  (c)  number  of  ships,  and 
(d)  total  gross  tonnage  in  1951-52. 

Five,  United  States-United  Kingdom  discusions  in  regard  to  ship- 
ments of  rubber  to  the  Soviet  bloc  with  statistics  on  shipments  of 
natural  rubber  to  the  Soviet  bloc  by  country  of  origin,  and  country 
of  destination,  and  six,  shipping  controls  of  certain  foreign  coun- 
tries.    We  present  to  the  committee  these.     I  also  have  had 

The  Chairman.  Do  you  want  those  marked  as  exhibits? 

Mr.  Stassen.  Yes. 

The  Chairman.  Those  will  be  marked  and  placed  in  the  record. 

(The  documents  referred  to  above  were  marked  "Exhibit  No.  1" 
and  may  be  found  in  the  files  of  the  subcommittee.  The  statement  of 
Harold  E.  Stassen,  Director  for  Mutual  Security,  and  certain  addi- 
tional information  requested  from  him  by  the  subcommittee,  were 
marked  as  "Supplemental  data  No.  1"  and  will  be  found  in  the 
appendix  on  p.  56.) 

Mr.  Stassen.  I  also  present  to  you  a  few  of  the  sample  pictures 
that  the  Navy  has  taken  of  some  of  these  ships  entering  these  Chinese 
ports.  These  have  been  declassified  but  they  are  not  for  publication 
unless  cleared  with  the  Navy.  You  will  find  on  the  report  that  I 
have  just  given  you  in  the  appropriate  July  report  the  reference  to 
these  ships  that  are  identified  here,  and  this  simply  is  indicative 
that  the  reports  we  present  to  you  and  ONI  and  Defense  and  our 
coordinating  agencies,  that  they  know  pretty  certainly  in  this  situa- 
tion what  they  are  talking  about,  because  they  usually  have  an  actual 
picture  of  the  ship  coming  up  through.  I  present  these  pictures  to 
you. 

Senator  Mundt.  May  I  express  this  observation,  Governor.  I 
think  both  in  your  shop  and  in  ours,  we  are  shooting  at  the  same 
target  as  we  obviously  are  here,  and  where  we  both  are  pleased  when- 
ever any  ship  engaged  in  Communist  trade  ceases  its  activities, 
whether  by  voluntary  agreement  or  through  negotiation  of  the  Gov- 
ernment or  cooperation  with  this  committee  or  by  diplomatic  achieve- 
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ment,  or  runs  through  a  typhoon  and  is  sunk.  We  should  be  careful 
on  both  sides  that  we  do  not  let  newspaper  people  and  radio  com- 
mentators try  to  drive  a  wedge  between  us,  because  conflict  always 
makes  more  news  than  cooperation. 

I  feel  there  are  really  not  many  differences  on  the  approach  to  this 
problem,  as  some  of  the  newspaper  columns  would  indicate. 

Mr.  Stassen.  Our  objective  is  clearly  the  same.  To  advance  the 
interests  of  the  United  States  for  national  security  and  peace.  Those 
are  the  objectives  of  President  Eisenhower.  The  more  we  get  to 
understand  the  facts  and  the  problems,  as  we  work  along  together, 
the  more  we  will  be  able  to  cooperate  thoroughly  toward  those  high 
objectives  of  the  President. 

The  Chairman.  May  I  say,  Governor,  that  I  intend  personally, 
and  as  chairman  of  the  committee  also,  unless  the  other  membership 
vetoes  it,  to  continue  to  try  and  get  agreements  with  shipowners  re- 
gardless of  whether  they  are  British-flag  vessels  or  French,  and  to 
remove  their  ships  from  trade  with  Communist  China.  I  think  I 
have  the  duty  to  do  that  now  that  it  is  the  established  policy  of  the 
new  State  Department  and  the  Defense  Department.  I  shall  con- 
tinue to  do  that  unless  you  can  show  that  by  removing  the  ships  by 
negotiation  with  the  owners  of  the  ships  we  are  impairing  your  ability 
to  negotiate  with  governments  to  have  the  ships  removed.  If  you 
can  show  us  that — and  you  have  not  today — then  we  will  be  glad  to 
•discontinue.  If  you  can  prove  to  us — and  you  have  not  today  in  my 
mind,  and  I  am  sure  in  the  minds  of  any  of  the  committee — that  this 
removal  of  35  percent  of  the  ships  from  trade  with  Red  China  impairs 
your  ability  to  negotiate  with  the  United  Kingdom  for  the  removal 
of  the  balance  of  the  ships,  if  you  can  show  us  that  it  does  impair 
that  ability,  and  that  you  think  you  have  some  prospect  of  getting 
the  British  to  remove  all  their  snipping,  then  we  will  consider  dis- 
cussing this  with  the  Greek  shipowners  and  ask  them  if  they  care 
to  resume  their  profitable  trade. 

We  will  not  do  that  merely  upon  the  statement  or  implication  that 
if  the  State  Department  did  not  do  it,  it  is  not  good.  We  need  much 
more  proof  than  that. 

Mr.  Stassen.  Senator,  please  do  not  be  facetious  about  it,  because 
it  is  too  serious  a  matter. 

The  Chairman.  This  committee  is  not  being  facetious.  This  is  a 
matter  of  life  and  death  to  our  friends  in  Korea.  You  have  a  great 
war  record,  and  have  many  friends  in  Korea.  Many  will  die,  and 
you  know  it,  because  of  the  shipping  going  to  Communist  ports 
in  the  last  year.  Some  will  live  who  otherwise  would  die  because 
these  3  very  excellent  men  have  removed  242  ships  in  the  trade  with 
China.  And  nothing  you  said  to  the  contrary  this  morning  convinces 
me  otherwise.  T  will  be  glad  to  hear  from  you  if  you  have  any 
proof. 

Mr.  Stassen.  All  right.  This  is  my  view.  No  one  thinks  more 
keenly  of  the  fighting  and  what  it  means  in  loss  of  life  than  I  do.  It 
is  my  sober  judgment  that  I  present  with  the  greatest  of  sincerity  to 
you  on  the  basis  of  all  my  experience  in  this  situation  that  the  best 
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way  to  bring-  a  favorable  conclusion  to  the  Korean  war  and  to  end 
the  fighting  and  dying  in  Korea  is  to  firmly  and  solidly  back  the  lead- 
ership of  President  Eisenhower  in  his  superb  accomplishment,  and 
his  diplomatic  leadership  under  John  Foster  Dulles,  the  Secretary 
of  State. 

I  really  do  not  believe  that  you  can  accomplish  that  high  objective 
in  any  other  way  than  that  solid  support  for  the  elected  President 
of  the  country,  as  he  moves  on  this  difficult  and  complex  problem  of 
world  relationships  toward  the  Soviet  Union  and  all  that  means,  and 
strives  toward  the  objective  of  peace  for  our  people  and  the  other  free 
nations. 

The  Chairman.  That  is  a  very  nice  speech  and  I  agree  with  all  of 
it.  We  should  back  up  the  President.  I  may  say,  Governor,  having 
known  you  as  long  as  I  have,  and  respecting  your  intelligence  and 
integrity  as  much  as  I  have  and  do,  I  have  been  shocked  to  have  you 
come  before  this  committee,  and  without  any  proof  whatsoever,  No. 
1,  indicate  that  the  shipowners  who  have  taken  their  ships  out  of  this 
trade  have  been  guilty  of  some  crime.  Equally  guilty  are  the  ship- 
owners who  are  still  in  the  trade  as  of  today.  And  No.  2,  your  in- 
ference over  and  over  that  because  we  have  accomplished  something 
which  the  State  Department  has  not  accomplished,  that  it  is  bad,  and 
that  if  you  or  the  State  Department  had  accomplished  the  same  thing, 
it  would  have  been  good. 

I  feel  if  you  keep  a  gun  out  of  a  Communist's  hands  it  is  accomplish- 
ing something,  even  though  you  and  Dulles  do  not  accomplish  it.  I 
think  every  American  should  do  everything  possible  to  try  and 
discontinue  this  shipment  of  materials  to  Red  China.  You  and  I 
know  that  if  we  did,  as  the  Defense  Department  indicates,  it  would 
seriously  impair  their  war  effort. 

I  will  be  glad  to  hear  from  you  at  any  time,  or  receive  any  material 
to  indicate  that  the  removal  of  these  ships  from  the  Communist  trade 
has  impaired  your  efforts  to  remove  other  ships  from  the  trade.  If 
you  care  to  make  any  comment,  we  will  be  glad  to  hear  you  before  we 
adjourn. 

Mr.  Stassen.  We  will  continue  to  carry  on,  as  I  indicated  in  my 
statement,  working  through  the  whole  processes  of  the  Government, 
with  the  objectives  that  I  have  given  of  effectively  building  the 
strength  of  the  free  nations,  effectively  retarding  the  strength  of  the 
Soviet  bloc  with  particular  reference  to  China,  and  endeavor  to  carry 
out  the  responsibilities  we  have,  and  to  report  at  any  time  that  you 
wish  or  the  Congress  wishes  on  precisely  what  we  are  doing,  and  how 
we  are  trying  to  do  it. 

The  Chairman.  Just  one  further  question,  Governor.  We  now 
have  the  testimony  that  you  have  removed  35  percent  of  the  shipping. 
We  are  negotiating  an  agreement  with  the  Greek  shipowners  in  Lon- 
don as  of  today.  We  anticipate  we  can  get  that  signed.  That  will 
remove  between  100  and  150  additional  ships  from  the  trade.  Let  me 
make  it  clear  when  I  say  150  ships,  I  am  not  speaking  of  ships  that 
are  on  high  seas  moving  to  Red  China,  not  ships  that  are  presently 
chartered,  but  ships  that  are  available  for  that  type  of  shipping.    Do 
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you  think  this  is  a  mistake?  Do  you  think  that  we  should  not  do 
this?  We  feel  we  can  remove  those  ships  from  the  China  trade  as 
of  tomorrow.  Do  von  think  if  we  do  that  we  will  impair  your  efforts 
in  some  wa}',  and  that  we  should  not?  I  would  like  to  get  your  advice 
on  that. 

Mr.  Stassen".  Senator,  I  want  to  work  with  you  so  I  think  the  best 
answer  I  can  give  you  now  on  that  is  this:  I  hope  that  a  month  from 
now  you  quietly  read  the  stories  and  reflect  on  the  actions  and  what 
has  happened  since  in  this  whole  situation,  and  then  reach  your  own 
conclusions  3'ourself  as  to  whether  or  not  it  has  been  helpful  or  other- 
wise. In  other  words,  I  would  not  attempt  today  to  sit  in  judgment 
on  what  you  or  any  other  man  is  doing. 

Therefore,  my  plea  to  you  in  this  whole  situation  would  be  that  you 
yourself  quietly  think  it  over  and  reflect  upon  it,  and  then  reach  your 
conclusions  for  your  future  action. 

The  Chairman.  Do  you  think  that  takes  a  lot  of  thought,  to  decide 
whether  removing  those  ships  from  the  trade  with  Red  China  is  good 
or  bad  ?  I  would  like  to  get  your  answer  to  this,  Governor.  We  have 
this  agreement  which  we  are  negotiating,  and  we  cannot  quietly  think 
it  over  for  a  month.  We  would  be  glad  to  have  the  owners  sign  the 
agreement  with  MSA,  if  that  would  be  better.  We  would  be  glad  to 
have  them  make  their  agreement  with  the  State  Department,  if  you 
think  that  will  be  well.  The  negotiations  are  at  such  a  stage  that  we 
would  feel  very  satisfied  in  turning  them  over  for  final  signing  with 
any  Government  agency  that  you  w^ould  like  to  have  them  signed 
with.  I  think  in  view  of  the  fact  that  they  have  not  been  signed  yet, 
and  you  think  it  is  bad  to  have  them  signed,  I  will  be  glad  to  take  it 
up  with  you. 

Mr.  Stassen.  Senator,  we  do  not  make  agreements  with  any  of  them 
in  MSA.  The  negotiations  are  on  behalf  of  the  United  States  Gov- 
ernment, and  they  are  conducted  with  the  leadership  of  the  State 
Department.     We  are  not  involved  in  that  situation. 

The  Chairman.  Governor,  do  you  now  tell  us  that  you  think  that 
it  is  a  mistake  for  any  individual  who  is  not  in  the  State  Department 
to  try  and  induce  shipowners  to  take  their  ships  out  of  trade  with 
Communist  ports  ?     Do  you  think  that  is  wrong  ? 

Mr.  Stassen.  No,  I  didn't  say  that. 

The  Chairman.  You  did  not  say  it.  Do  you  think  it  is  wrong  or 
right? 

Mr.  Stassen.  It  is  right. 

The  Chairman.  In  other  words,  you  feel  it  is  right  for  any  Ameri- 
can to  try  and  get  individual  shipowners  to  take  their  ships  out  of 
that  trade? 

Mr.  Stassen.  Surely. 

The  Chairman.  Do  you  think  it  is  all  right  for  an  American,  if  he 
happens  to  be  chairman  of  a  committee,  to  try  to  induce  an  individual 
shipowner  to  try  to  take  his  ship  out  of  trade  with  Red  China? 

Mr.  Stassen.  Surely. 

The  Chairman.  You  do? 

Mr.  Stassen.  Yes. 
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The  Chairman.  We  will  adjourn  until  10 :  30  tomorrow  morning. 

(Thereupon  at  1  p.  m.,  a  recess  was  taken  until  Tuesday,  March  31, 
1953,  at  10  :  30  a.  m.) 

Letter  dated  April  1,  1953,  from  Hon.  Harold  E.  Stassen,  Director 
for  Mutual  Security,  to  Hon.  John  L.  McClellan : 

Executive  Office  of  the  President, 
Office  of  the  Director  for  Mutual  Security, 

Washington  25,  D.  C,  April  1,  1953. 
Hon.  John  J.  McClellan, 

United  States  Senate,  Washington,  D.  C. 

Dear  Senator  McClellan  :  This  letter  is  in  response  to  your  request  at  the 
March  30  meeting. 

The  fundamental  importance  in  our  form  of  government  of  respect  by  both 
the  congressional  and  executive  branches  of  the  responsibility  and  authority  of 
each  other  is  well  recognized,  and  its  essential  nature  is  reemphasized  in  the 
situation  discussed  with  the  committee. 

In  the  achievement  of  its  foreign  policy  objectives,  it  is  vital  that  the  Govern- 
ment of  the  United  States  proceed  under  a  single  leadership,  with  a  single 
policy,  and  in  a  coordinated  manner. 

The  relevant  facts  are  these.  The  total  merchant  shipping  of  the  non-Com- 
munist countries  is  approximately  78  million  gross  tons. 

The  Chinese  Communists  need  less  than  iy2  million  gross  tons  of  shipping  to 
move  their  present  volume  of  trade.  Thus  it  is  clear  that  to  be  effective  in  our 
goal  of  restricting  this  trade  from  a  shipping  standpoint,  it  is  necessary  to  ob- 
tain the  cooperation  and  action  of  all  of  the  non-Communist  merchant-marine 
countries.  Otherwise  taking  one  ship  out  merely  results  in  the  use  of  a  different 
ship  by  the  Chinese  Communists. 

Negotiations  were  therefore  activated  under  the  able  leadership  of  Secretary 
of  State  John  Foster  Dulles  and  in  rapid  succession  significant  results  were 
obtained  from  the  British,  reflected  in  the  March  7,  1953,  communique,  from  the 
French,  as  stated  in  the  March  28  joint  release,  and  which  became  effective  at 
once  and  is  subject  to  subsequent  parliamentary  ratification. 

At  the  same  time,  investigations  were  proceeding  of  the  foreign  nationals 
residing  in  the  United  States  who  had  used  in  the  China  trade  ships  previously 
purchased  under  mortagage  from  the  United  States,  with  the  objective  of  taking 
these  ships  back  through  legal  action. 

We  had  cooperated  thoroughly  with  the  Senate  committee  in  supplying  these 
facts  and  other  reports  requested  and  in  responding  to  a  request  for  an  informal 
session  and  for  a  hearing. 

Regardless  of  how  good  the  intentions  were,  when  the  chairman  of  the  Senate 
committee  made  the  surprise  announcement  that  he  had  negotiated  an  agree- 
ment with  the  New  York  Greek  shipowners  which  he  said  in  large  measure 
solved  the  China  shipping  problem,  and  when  be  publicly  commended  the  Greek 
shipowners,  and  indicated  they  would  not  be  investigated,  and  noted  that  he 
had  accomplished  something  the  State  Department  could  not  accomplish,  it  had 
these  unfortunate  effects. 

It  confused  the  issue  of  responsibility  as  to  who  is  responsible  in  the  United 
States  Government  for  carrying  out  the  laws  passed  by  the  Congress  to  bring 
about  effective  controls  over  trade  with  the  Soviet  bloc. 

It  increased  the  difficulties  of  concluding  the  necessary  agreements  with  other 
governments  which  we  are  seeking  at  this  time,  which  can  only  be  obtained 
through  the  leadership  of  the  State  Department,  and  which  are  essential  to  com- 
plete the  job. 

It  made  it  more  difficult  to  obtain  information  and  cooperation  so  as  to  con- 
clude the  investigation  of  these  Greek  shipowners  and  to  take  appropriate 
legal  action  against  their  ships. 

It  provided  a  new  basis  for  argument  by  certain  elements  in  other  countries 
against  the  confirmation  of  required  laws  for  effective  control  of  shipping,  on 
the  grounds  that  such  laws  would  not  be  necessary. 
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It  did  these  things  while  it  in  fact  is  legally  an  enforceable  agreement,  in  the 
main  it  had  already  been  covered  by  the  successful  negotiations  of  the  Secre- 
tary of  State,  and  it  apparently  omitted  any  reference  to  the  key  matter  of  stra- 
tegic shipments  from  non-Communist  nations  to  western  Soviet  bloc  ports  and 
thereby  tended  to  minimize  this  aspect  which  official  negotiations  are  properly 
insisting  on  including. 

I  am  pleased  that  Senator  McCarthy  is  now  going  to  see  the  Secretary  of 
State  and  I  do  hope  that  cooperation  and  support  for  Mr.  Dulles  in  his  able  and 
essential  leadership  under  President  Eisenhower  can  be  further  established. 
May  I  thank  you  for  your  courtesies. 
Sincerely  yours, 

(Signed)     Harold  E.  Stassen, 
Harold  E.  Stassen, 
Director  for  Mutual  Security. 
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TUESDAY,  MABCH  31,   1953 

United  States  Senate, 
Senate  Permanent  Subcommittee  on 

Investigations  of  the  Committee 

on  Government  Operations, 

Washington,  D.  G. 
The  subcommittee  met,  pursuant  to  Senate  Resolution  40,  agreed 
to  January  30,  1953,  at  10:  30  a.  m.,  in  room  357  of  the  Senate  Office 
Building,  Senator  Joseph  R.  McCarthy,  chairman,  presiding. 
Present:  Senator  Joseph  R.  McCarthy,  Republican,  Wisconsin. 
Present  also:    Francis  D.  Flanagan,  general  counsel;  Robert  F. 
Kennedy,  assistant  counsel ;  Ruth  Young  Watt,  chief  clerk ;  John  D. 
Leahy,  Deputy  Assistant  to  the  Under  Secretary  of  State. 
The  Chairman.  The  committee  will  come  to  order. 
Mr.  Nash  ?  Mr.  Frank  Nash. 
Is  that  Colonel  Moffatt  with  you,  Mr.  Nash? 

STATEMENT  OF  FRANK  C.  NASH,  ASSISTANT  SECRETARY  OF 
DEFENSE  FOR  INTERNATIONAL  SECURITY  AFFAIRS,  ACCOM- 
PANIED BY  COL.  CARROLL  K.  MOFFATT,  CHIEF,  ECONOMIC 
DEFENSE  MEASURES  DIVISION,  OFFICE  OF  FOREIGN  ECONOMIC 
DEFENSE  AFFAIRS,  OFFICE  OF  SECRETARY  OF  DEFENSE 

Mr.  Nash.  Yes,  sir.  If  it  is  agreeable  with  you,  I  would  like  him 
to  sit  here  with  me. 

The  Chairman.  Before  counsel  commences  questioning  the  witness, 
I  would  like  to  make  an  announcement  for  the  benefit  of  the  other 
members  of  the  committee. 

In  view  of  Mr.  Stassen's  position  taken  yesterday,  which  came  as 
a  complete  surprise  to  me  and  the  staff,  I  have  had  my  office  contact 
Secretary  of  State  Dulles  and  request  that  he  meet  with  me  informally 
and  discuss  this  matter  before  we  proceed  on  the  question  of  the  150 
ships. 

In  view  of  the  confused  stories  as  to  the  various  laws  and  various 
ships  involved — I  realize  it  is  a  difficult  subject  to  cover  in  a  brief 
story,  but  in  view  of  the  confusion — I  think  counsel  should  explain 
exactly  what  the  situation  is  as  far  as  242  ships  and  the  150. 

Mr.  Flanagan.  This  voluntary  agreement  which  was  entered  into 
by  various  Greek  shipowners  in  New  York  covered  242  merchant 
vessels  of  various  types,  aggregating  2%  million  dead-weight  tons. 

The  agreement,  in  brief,  provides :  (1)  That  these  ships  will  not  go 
in  and  out  of  ports  of  Red  China.     (2)  They  will  not  go  in  or  out  of 
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the  Soviet  ports  in  the  Far  East.  (3)  They  will  not  engage  in  intra- 
bloc  shipping  in  any  port  of  the  world.  By  that  I  mean  that  they  will 
not  travel  or  carry  cargoes  between  two  Communist  ports  wherever 
they  are,  for  example,  between  Poland  and  Rumania,  the  Black  Sea 
area,  and  Eastern  Europe.  (4)  Some  21  Greek  cargo  agencies 
throughout  the  world  also  have  agreed  that  they  will  not  fix  Commu- 
nist chattels  for  any  ship  into  any  of  these  places;  that  is,  China,  the 
Soviet  Far  East,  or  intrabloc  trade. 

There  has  been  some  confusion  as  to  what  the  present  laws  of  the 
various  nations  are. 

The  Chairman.  Will  you  first  clarify  the  references  to  Greece?  I 
have  seen  varying  stories  on  that.  I  understand  you  contacted  the 
State  Department. 

Mr.  Flanagan.  Yes,  I  have  a  letter  here  dated  March  25, 1953,  from 
Louis  Goodkind,  Chief  of  the  Economic  Defense  Staff. 

The  Chairman.  Of  the  State  Department? 

Mr.  Flanagan.  Of  the  State  Department ;  in  which  he  sends  me  a 
resume  of  the  law,  and  I  will  read  it.     It  is  very  short. 

On  March  23,  1953,  the  Government  of  Greece  gave  notice  that  by 
a  decision  of  the  Council  of  Ministers,  effective  immediately,  the  Gov- 
ernment had  forbidden  all  merchant  ships  under  Greek  flag  to  ply  at 
ports  controlled  by  the  central  government  of  the  popular  democracy 
of  China  and  at  ports  controlled  by  the  authorities  of  North  Korea. 
The  verbatim  text  of  the  decision  of  the  Council  of  Ministers  has  not 
as  yet  been  received  in  Washington,  but  it  is  understood  that  the  de- 
cision is,  in  substance,  as  set  forth  above. 

It  is  understood  further  that  under  the  Greek  Constitution,  such  a 
decision  is  effective  immediately,  but  must  be  ratified  by  the  legis- 
lature within  a  reasonable  period  of  time. 

And  I  might  point  out  that  the  agreement  which  the  shipowners 
have  entered  into  goes  further  than  this  Greek  law.  The  Greek  law, 
as  it  states  very  clearly  here,  affects  only  the  movement  of  Greek-flag 
vessels  into  Communist  China  and  North  Korea. 

The  Chairman.  May  I  ask  you  this,  Mr.  Flanagan:  The  Greek  law 
would  not  affect  any  of  the  shipping  covered  by  the  agreement  except 
51  Greek-flag  ships.     Is  that  right? 

Mr.  Flanagan.  The  Greek  law  only  affects  the  51  Greek-flag  ships, 
and  then  it  only  affects  them  as  to  going  to  China  and  Korea. 

The  agreement  went  further  than  that,  and  these  Greeks  agreed 
that  they  would  not  allow  these  ships  to  engage  in  intrabloc  trade 
anywhere  in  the  world  which  is  not  covered  by  the  Greek  law,  and 
;ilso  they  s;iid  they  would  not  lake  their  ships  into  Siberia  or  Man- 
churia, which  is  also  not  covered  by  the  Greek  law. 

The  Chairman.  Would  you  care  to  briefly  discuss  the  150  ships  not 
yet   covered  by  fhe  agreement  I 

.Mr.  Flanagan.  I  will  briefly  cover  the  other  laws  first,  Senator. 

We  find  that  the  following  nations  have  embargoes  upon  their  flag 
vessels  going  to  China:  Greece,  Canada,  Honduras,  Panama,  and 
( losta  Rica. 

The  following  laws  affect  the  movement  of  strategic  materials  to 
China  and  to  the  Soviet  bloc:  the  British,  Canadians,  and,  of  course, 
under  the  Battle  Act,  no  nation  receiving  aid  from  the  United  States 
can  continue  to  receive  that  aid  if  they  send  strategic  materials.  In 
addition,  the  British  and  the  French,  within  the  past  month,  have 
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agreed  not  to  allow  the  use  of  their  bunker  facilities  for  vessels  carry- 
ing strategic  materials  to  China  or  to  the  Soviet  bloc.  It  doesn't 
say  anything  about  the  entire  blockading  of  cargo  vessels  into  China. 
As  a  matter  of  fact,  the  only  nations  in  the  world  that  now  blockade 
China  from  all  shipping 

TJie  Chairman.  You  mean  embargo  ? 

Mr.  Flanagan.  Embargo  China  from  all  shipping,  are  Greece,  Can- 
ada, Honduras,  Panama,  Costa  Rica,  and  the  United  States.  And  I 
might  add  that  a  great  majority  of  the  China  trade  is  carried  on  under 
the  British  flag,  and  the  British  have  no  general  embargo  on  China, 
merely  a  strategic  embargo. 

The  Chairman.  Just  to  clarify  one  point  further :  Other  than  the 
United  States,  what  other  nations  bar  their  flag  vessels  from  trading 
between  Communist  nations  in  the  Far  East  ? 

Mr.  Flanagan.  In  general  trade,  no  nation  in  the  world. 

The  Chairman.  This  is  the  only  nation  ? 

Mr.  Flanagan.  Yes,  sir. 

The  Chairman.  And  the  agreement  that  we  have  with  the  Greek 
shipowners  does  bar  that  trade  by  the  various  flag  vessels,  then. 

Mr.  Flanagan.  It  not  only  bars  that  trade  by  the  flag  vessels  but 
it  bars  their  agencies  from  fixing  charters  for  any  vessels  of  any  flag. 

The  Chairman.  Mr.  Flanagan,  I  wish  you  would  go  into,  with  this 
witness,  the  subject  of  the  rubber  shipments; 

We  have,  No.  1,  the  Battle  Act,  which  bars  the  shipment  of  stra- 
tegic material  on  the  part  of  any  nation  receiving  United  States  aid. 
We  find  a  great  number  of  them  shipping  rubber  to  Communist  na- 
tions, rubber  which  finds  its  way  to  China.  I  wish  you  would  explore 
that  with  this  witness,  as  to  whether  or  not  he  has  any  knowledge  of 
that. 

Mr.  Flanagan.  Mr.  Nash,  do  you  have  a  statement  you  would  like 
to  proceed  with,  so  that  we  can  get  to  this  rubber  question  at  some 
point  in  it  ? 

Mr.  Nash.  Yes,  sir;  the  rubber  question  is  something  you  have 
asked  me  to  cover  in  this  statement. 

The  Chairman.  Before  you  start,  may  I  add  one  other  thing  to 
clarify  the  record?  Both  my  staff  and  I  were  of  the  opinion  that  Mr. 
Stassen  had  suggested  that  we  deal  directly  with  the  Greek  nationals, 
because  the  State  Department  cannot  deal  with  individuals,  only  with 
governments.  His  statement  is  that  that  was  not  his  intention,  and 
I  am  willing  to  take  his  word  that  we  misunderstood  him.  But  the 
feeling,  I  think,  on  the  part  of  all  staff  members,  was  that  he  had 
suggested  that. 

Is  that  correct  ? 

Mr.  Flanagan.  That  was  my  feeling. 

Mr.  Nash,  will  you  give  your  full  name  and  official  position  for  the 
record,  and  also  Colonel  Moffatt? 

Mr.  Nash.  Frank  C.  Nash,  Assistant  Secretary  of  Defense  for  In- 
ternational Security  Affairs,  and  this  is  Col.  Carroll  Moffatt  of  the 
XTnited  States  Army,  who  is  one  of  my  assistants  dealing  specifically 
with  the  matter  of  East-West  trade. 

Mr.  Chairman,  I  would  like  to  give  my  statement  this  morning 

by  referring  to  the  letter  which  you  addressed  on  March  10  to  Mr. 

Wilson,  the  Secretary  of  Defense,  asking  him  for  advice  as  to  the 

position  of  the  Department  of  Defense,  including  the  three  military 
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services,  Army.  Navy,  and  Air,  with  regard  to  trade  with  China 
on  the  part  of  our  allies  and  others  since  the  beginning  of  hostilities 
in  Korea. 

In  his  reply  to  you.  which  was  dated  March  28,  the  Secretary  of 

Defense  set  forth  this  position.    You  read  the  letter  into  the  record 

yesterday,  Mr.  Chairman.     With  your  permission,  I  would  like  to 

read  it  again  this  morning,  since  it  is  the  platform  from  which  the 

rest  of  my  remarks  will  be  directed : 

This  is  in  reply  to  your  letter  of  March  10,  1953,  in  which  inquiry  was  made 
concerning  the  position  of  this  Department,  including  the  three  military  services, 
with  regard  to  trade  with  China  on  the  part  of  our  allies  and  other  since 
the  beginning  of  hostilities  in  Korea. 

As  you  know,  immediately  following  the  entry  of  the  Chinese  Communists 
upon  aggression  in  Korea,  the  United  States  Government  established  a  total 
embargo  upon  exports  by  United  States  nationals  to  Communist  China  and 
North  Korea.  It  also  prohibited  the  provision  by  United  States  nationals  of 
shipping  and  other  services  to  these  areas.  Rigid  financial  controls'  were 
imposed  to  help  enforce  these  restrictions.  The  Department  of  Defense,  includ- 
ing the  three  military  services,  has  heartily  supported  this  policy.  This  posi- 
tion on  the  part  of  the  Department  of  Defense  is  predicated  on  the  realistic 
view  that  the  shipment  of  goods,  or  the  provision  of  any  services  to  the  Com- 
munist Chinese  or  to  the  northern  Koreans  contributes  directly  or  indirectly 
to  their  economic  and  military  potential.  The  Department  of  Defense  believes 
that  contributions  to  the  economic  potential  alone,  often  directly,  and  almost 
always  indirectly,  contribute  to  any  country's  military  potential. 

Therefore,  the  Department  is  convinced  that  any  goods  or  any  services 
reaching  or  serving  these  areas  increase  the  capabilities  of  the  Communist 
forces'  in  Asia  not  only  to  continue  but  even  to  intensify  and  extend  the  present 
areas  of  aggression. 

Sincerely  yours, 

Charles  E.  Wilson, 
Secretary  of  Defense. 

On  March  19,  Mr.  Chairman,  a  letter  was  addressed  to  me  by  your 
general  counsel,  asking  me,  in  the  first  place,  to  appear  as  a  witness 
at  the  hearings  now  going  on,  and  asking  me  six  specific  questions. 
And,  with  your  permission,  I  would  like  to  undertake  to  answer 
those  questions  in  the  order  in  which  he  presented  them  in  his  letter 
of  March  19. 

The  Chairman.  Very  well. 

Mr.  Nash.  The  first  question  was,  Whether  in  your  opinion  goods 
now  being  shipped  by  sea  into  Chinese  or  Manchurian  ports,  including 
Hong  Kong  and  Macao,  directly  or  indirectly,  aid  the  Communist 
forces  in  Korea. 

And  the  answer  to  that  question,  Mr.  Chairman,  is  "Yes."  In  our 
opinion  goods  being  shipped  into  Chinese  or  Manchurian  ports,  in- 
cluding Hong  Kong  and  Macao  do  aid  the  Communist  forces  in 
Korea  directly  or  indirectly.  How  much  that  assistance  amounts  to 
will  depend  upon  the  extent  of  the  particular  shipment,  both  in  terms 
of  the  tonnage  and  in  terms  of  the  type  of  cargo,  the  nature  of  the 
cargo,  and  in  terms  of  the  timing  of  its  delivery. 

Mr.  Flanagan.  On  that  point,  Mr.  Nash,  do  you  know  that  one 
of  the  largest  carriers  of  cargo,  general  cargo,  into  these  ports  today 
are  on  British-flag  vessels? 

Mi-.  Nash.  That  is  my  understanding,  yes,  Mr.  Flanagan. 

Mr.  Flanagan.  In  response  to  the  question  then,  it  would  be  fair 
to  assume  that  these  British-flag  vessels  now  under  British  law  allowed 
to  go  into  these  ports  are  directly  or  indirectly  aiding  the  Communist 
forces  in  Korea? 
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Mr.  Nash.  That  would  follow,  sir. 

Mr.  Flanagan.  If  the  Greeks  live  up  to  the  agreement  that  they 
made  last  Friday  and  keep  17  of  these  vessels,  as  it  was  testified  yes- 
terday would  be  kept  out  of  that  trade — if  these  Greeks  keep  17  of 
those  vessels,  British  vessels,  out  of  the  trade,  would  that  assist  the 
forces  of  the  United  Nations  in  Korea  ? 

Mr.  Nash.  It  would  seem  to  me,  Mr.  Flanagan,  that  any  net  decrease 
in  the  amount  of  shipping  into  Communist  China  would,  to  the  extent 
thereof,  assist  our  efforts  with  regard  to  the  Korean  war. 

Mr.  Flanagan.  Would  you  have  any  objection  whether  that  was 
one  ship  or  242  ships? 

Mr.  Nash.  If  it  was  a  net  advantage,  1  ship  would  be  a  great  help ; 
242  would  be  242  times  as  much  help. 

Mr.  Flanagan.  Proceed,  Mr.  Nash. 

Mr.  Nash.  The  second  question  was  whether  a  prohibition  against 
western-flag  vessels  trading  with  Chinese  and  Manchurian  ports  would 
tend  to  weaken  the  effectiveness  of  the  Communist  forces  in  Korea. 
And  the  answer  to  that  question  is  "Yes."  and  the  same  explanation 
that  I  gave  to  the  first  question  would  apply  here  also,  that  the  amount 
of  the  weakening  of  the  Communists'  effectiveness  would  depend  upon 
the  extent  to  which  the  prohibition  would  cut  down  trade,  both  of 
cargo  and  in  terms  of  the  timing  of  the  delivery. 

The  third  question,  Is  there  any  specific  evidence  or  indications  that 
western-flag  vessels  are  being  used  to  carry  strategic  materials  into 
Soviet  bloc  countries?  And  the  answer  to  that  question  is  "Yes." 
With  regard  to  the  specific  evidence,  I  would  have  to  ask  the  chair- 
man's leave,  if  he  desired  specific  details,  to  be  given  in  executive 
session. 

The  Chairman.  I  think  that  would  be  a  good  idea,  to  go  into 
executive  session  after  we  finish. 

Mr.  Flanagan.  On  that  point,  Mr.  Nash,  I  don't  believe  we  asked 
this  question  specifically  of  you  in  our  letter.  Do  you  believe  that  it  is 
important  to  the  defense  of  this  Nation  to  cut  down  the  amount  of 
intrabloc  trade  that  is  being  carried  on  by  western-flag  vessels? 

Mr.  Nash.  I  do. 

Mr.  Flanagan.  Why? 

Mr.  Nash.  Any  trade  that  can  be  cut  down  between  the  different 
members  of  the  Soviet  bloc — and  Communist  China  is  now  treated 
as  one  of  the  members  of  the  Soviet  bloc — any  trade  from  Poland, 
for  example,  to  Communist  China  necessarily  improves  the  ability  of 
Communist  China  to  carry  on  the  aggression  in  North  Korea.  And 
to  the  extent  that  that  trade  could  be  cut  down,  to  that  extent  the 
Communist  efforts  in  Korea  can  be  cut  down. 

Mr.  Flanagan.  Now,  it  is  my  understanding,  based  on  our  review 
of  the  statistics,  that  shipping  worldwide,  merchant  shipping,  amounts 
to  about  80  million  dead-weight  tons.  Of  that,  I  understand  that 
78  million  belongs  to  the  free  nations  of  the  West:  2  million  tons 
belongs  to  the  Soviet  bloc.  Therefore,  Mr.  Nash,  would  it  not  be  fair 
to  assume  that,  if  we  could  take  western-flag  vessels  out  of  Soviet 
intrabloc  trade,  it  would  put  a  terrific  strain  on  the  existing  merchant 
marine  of  the  Soviet  bloc? 

Mr.  Nash.  It  would  seem  so  to  me. 

Mr.  Flanagan.  The  other  day,  in  this  agreement  that  was  made, 
this  voluntary  agreement  made  by  the  Greeks,  they  agreed  to  remove 
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all  of  their  vessels,  regardless  of  flag,  from  Soviet  bloc  trade,  intra- 
bloc  trade.  Do  you  believe  that  the  removal  of  those  vessels  would 
assist  the  defense  of  the  United  States  and  our  fight  against  com- 
munism? 

Mr.  Nash.  Mr.  Flanagan,  I  would  like  to  answer  that  question  in  a 
little  detail,  if  I  may. 

Mr.  Flanagan.  Yes,  sir. 

Mr.  Nash.  As  the  chairman  said  yesterday,  the  discussions  with 
the  Greeks  leading  to  the  arrangement  that  was  outlined  yesterday, 
and  expanded  upon  by  you  this  morning,  were  carried  on  without  any 
participation,  or  so  far  as  I  know,  any  knowledge  on  the  part  of  the 
Department  of  Defense.  I  am  not  aware  of  the  details  of  the  agree- 
ment, nor  am  I  aware  of  the  details  of  any  efforts  that  were  being 
carried  on  by  any  other  branch  of  the  Federal  Government. 

I  do  know  this:  that  the  Department  of  Defense  has  been  anxious 
to  have  every  pressure  brought  to  bear  on  this  Greek  shipping,  Greek- 
controlled  shipping  as  well  as  Greek  shipping,  that  could  be 
brought  to  bear,  because  it  represented  such  a  large  percentage  of  the 
total  traffic  going  into  Communist  China.  I  have  addressed  myself 
to  the  Department  of  Justice,  to  the  Maritime  Commission,  to  the 
Director  of  Mutual  Security  in  his  capacity  as  Administrator  of  the 
Battle  Act,  and  to  the  State  Department,  to  urge  that  every  pressure 
that  could  be  brought  to  bear  to  cut  this  business  out  as  much  as 
possible  should  be  used.  And  with  respect  to  the  efforts  of  this  com- 
mittee or  any  other  committee  of  Congress,  any  pressure  that  it  might 
see  fit  to  bring  to  bear  would  meet  with  applause  from  the  Depart- 
ment of  Defense. 

The  only  point  that  I  must  make  with  respect  to  this  specific  arrange- 
ment is  that  I  have  no  knowledge  as  to  how  it  relates  to  other  efforts 
that  are  being  carried  forward.  If  it  results  in  a  net  advantage,  in  a 
reduction  of  the  shipping  going  into  Communist  China,  it  is  some- 
thing we  welcome  in  the  Department  of  Defense.  And  I  take  it  it  was 
the  determination  of  the  committee  yesterday  that  Mr.  Stassen  would 
be  expected  to  make  an  evaluation  of  this  in  the  overall  picture  as 
concerned  the  efforts  of  other  branches  of  the  Government,  and  would 
report  that  to  the  committee.  And  I  say  simply,  as  I  said  at  the  out- 
set, (hat  fo  the  extent  that  it  can  be  shown  to  result  in  a  net  advantage, 
it  is  something  that  is  welcomed  in  the  Department  of  Defense. 

The  Chairman.  May  I  say  in  relation  to  this,  that  we  had  discussed 
this  matter  with  a  sizable  number  of  people  in  the  Defense  Department 
and  in  the  State  Department;  that  is,  unofficially,  and  the  general 
feeling  has  been,  I  think  without  exception,  until  Mr.  Stassen  ap- 
peared yesterday,  that  the  action  on  the  part  of  the  Greek  shipowners 
to  voluntarily  remove  their  vessels  from  this  Communist  trade  would 
strengthen  (he  hand  of  any  other  department  attempting  to  get  other 
vessels  removed  from  the  trade,  that  it  adds  to  the  moral  pressure 
that  can  be  brought  to  bear  on  other  individuals  and  nations  who  are 
continuing  the  shipping. 

I  think  we  interrupted  you  in  the  middle  of  your  statement. 

Mr.  Nash.  If  I  may  go  on  to  the  next  question,  the  fourth:  Is  your 
Department  of  the  opinion  that  the  present  system  of  controlling  East- 
West  trade  by  this  country  and  our  allies  is  adequate  to  insure  that 
materials  which  will  strengthen  the  war  potential  of  the  Soviet  bloc 
are  being  kept  from  Soviet  bloc  nations? 
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The  answer  to  that  question  is  that  in  our  opinion  the  present  system 
is  not  wholly  adequate. 

The  following  question  will  indicate  in  what  respects  we  think  it 
could  be  made  more  adequate. 

Mr.  Flanagan.  On  that  point,  if  I  could  interrupt,  Mr.  Nash.  You 
say  that  you  do  not  think  the  present  system  is  wholly  adequate.  And 
does  that  also  mean  that  you  don't  think  that  the  present  laws  of  our 
western  allies  are  adequate  to  prevent  that  trade  % 

Mr.  Nash.  I  wouldn't  want  to  answer  it  in  terms  of  the  laws  of  our 
western  allies.  I  don't  know  enough  about  them.  I  would  say  the 
cooperation  of  our  western  allies  is  not  as  much  as  we  would  like  it  to  be. 

Mr.  Flanagan.  And  by  cooperation,  I  will  put  it  this  way — that 
the  manner  in  which  our  western  allies  can  cooperate  is  by  passing 
laws  or  regulations  which  prohibit  or  restrict  that  trade.  Is  not  that 
true  ? 

Mr.  Nash.  By  those  means  and  perhaps  others. 

Mr.  Flanagan.  Or  by  voluntary  cooperation. 

Mr.  Nash.  Exactly. 

Mr.  Flanagan.  Then  I  would  gather  from  your  statement  that  at 
least  the  Department  of  Defense  does  not  feel  that  our  western  allies 
today  are  doing  all  that  they  can  do,  or  at  least  not  doing  as  much  as 
the  United  States  is  doing,  to  cut  down  this  trade? 

Mr.  Nash.  That  is  the  fact. 

Mr.  Flanagan.  Go  ahead,  sir. 

Mr.  Nash.  The  fifth  question:  Does  the  Defense  Department  have 
any  recommendations  or  suggestions  as  to  what  steps  might  be  taken 
by  our  Government  to  enforce  a  more  adequate  control  of  East- West 
trade,  which  is  now  being  carried  on  by  various  western  nations  ? 

Before  I  give  the  answer  to  that  question,  Mr.  Chairman,  I  would 
like  to  make  clear  that  what  I  am  doing  here  in  answering  that  ques- 
tion is  indicating  the  line  of  thought  that  prevails  in  the  Defense 
Department  on  this  question.  Any  recommendations,  particularly  as 
they  would  involve  a  change  in  legislation,  would,  of  course,  have  to  be 
forwarded  to  the  Congress  by  the  executive .  branch ;  and  the  De- 
fense Department  is  not  doing  any  more  this  morning,  through  my 
appearance  here,  than  simply  indicating  our  line  of  thinking  about 
the  problem. 

There  is,  as  Mr.  Stassen  told  you  yesterday,  an  intensive  study  being 
made  of  the  whole  problem  by  the  National  Security  Council.  The 
Defense  Department  is  participating  in  that  study.  And  the  results 
of  the  study  will  be  reported  to  Congress,  presumably  by  Mr.  Stassen 
or  the  President,  when  that  study  is  completed.  There  are  illustrative 
suggestions  that  we  would  make  to  the  other  agencies  of  the  executive 
branch  for  consideration  of  the  other  agencies  that  would  be  interested, 
as  possibly  improving  the  existing  system. 

The  first  would  be  to  establish  a  central  control  of  the  entire  United 
States  economic  defense  program,  including  direction  of  and  control 
of  United  States  participation  in  international  negotiations. 

By  way  of  a  little  expansion  on  that  first  suggestion,  we  have  a  sit- 
uation now  where  with  respect  to  the  control  of  some  materials, 
notably  arms  and  ammunition,  export  control  rests  in  the  State  De- 
partment. Control  over  export  of  fissionable  materials  rests  in  the 
Atomic  Energy  Commission.  Control  over  the  great  bulk  of  other 
commodities  rests  in  the  Department  of  Commerce.     The  Treasury 
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Department  has  certain  specialized  functions  with  regard  to  export 
control.  And  the  whole  matter  is  so  complex,  the  problem  itself  is  so 
complex,  that  in  our  view,  if  there  were  one  agency  that  had  the 
single  responsibility  of  dealing  with  this  matter,  it  would  be  an  im- 
provement over  the  existing  system. 

Mr.  Flanagan.  I  gather,  then,  Mr.  Nash,  that  you  feel  that  this 
multiplicity  of  agencies  involved  in  the  program  leads  to  some  con- 
fusion. 

Mr.  Nash.  It  certainly  leads  to  an  expenditure  of  a  great  deal  of 
time  that  simply  isn't  available.  Government  by  interdepartmental 
committee  is  the  most  tedious  and  protracted  of  all  forms  of  Govern- 
ment administration,  in  my  view. 

The  Chairman.  And  expensive,  too. 

Mr.  Nash.  And  expensive,  also. 

Mr.  Flanagan.  Don't  you  think  that  this  Government  by  com- 
mittee— and  there  are  probably  scores  of  them — counting  the  sub- 
committees involved  in  this  export  control  program — don't  you  think 
that  this  Government  by  committee  and  by  subcommittee  is  one  of 
the  reasons  that  now  almost  2y2  years  after  we  have  gone  into  the 
war  with  Korea  we  are  still  not  satisfied  with  the  way  that  we  and 
our  allies  are  controlling  trade  with  the  Soviet  bloc? 

Mr.  Nash.  In  my  view,  it  is  one  of  the  reasons. 

The  second  suggestion  is  that  there  should  be  an  expansion  of 
international  agreements  to  cover  a  wider  range  of  strategic  materials 
and  a  tighter  control  over  shipping  and  other  services  to  the  entire 
Soviet  bloc. 

And  on  that  one,  if  there  were  desired  an  enlargement,  I  would  like 
also,  since  I  would  be  dealing  with  specific  materials,  to  expand  on 
it  in  executive  session. 

And  the  third  one  does  relate  to  the  existing  legislation,  and  I  repeat 
that  this  is  offered  simply  by  way  of  indicating  our  thinking,  which 
may  not  turn  out  to  be  the  consensus  of  the  various  agencies  of  the 
executive  branch,  but  it  relates  to  a  modification  of  the  penalty 
clause  of  the  Battle  Act,  to  provide  greater  flexibility  of  sanction 
applications. 

As  you  know,  Mr.  Chairman,  under  the  terms  of  the  Battle  Act, 
if  a  country  does  ship  strategic  materials,  a  country  which  is  receiving 
aid  from  the  United  States,  if  they  are  primary  strategic  materials, 
such  as  arms,  ammunition,  fissionable  material,  aid  must  automatically 
be  cut  off.    There  is  no  discretion  not  to  cut  it  off. 

Then  there  is  a  long  list  of  other  items,  a  Battle  list  No.  2  where,  if 
the  nation  receiving  aid  ships  those  into  the  Soviet  bloc,  aid  must  be 
cut  off  unless  the  President  makes  an  exception  in  the  overall  national 
interest  of  the  United  States. 

Now,  that  is  the  area  in  which  we  have  the  greatest  difficulty. 

The  Chairman.  May  I  ask  the  witness:  Does  this  inconvenience 
you,  having  photographers? 

Mr.  Nash.  No,  I  don't  mind.  I  just  wish  they  would  get  the  more 
graceful  poses  instead  of  the  least  graceful. 

We  have  the  problem  dealing  with  countries  that  are  good  allies 
of  ours,  shipping  some  particular  commodity  on  this  Battle  list  No.  2, 
into  the  Soviet  bloc,  and  we  are  faced  with  a  very  difficult  choice. 

In  the  case  of  Denmark,  for  example,  under  a  contract  that  it  made 
before  this  agreement  to  control  shipping  into  the  Soviet  bloc  was 
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entered  into,  Denmark  feels  that  it  is  under  an  obligation  to  live  up 
to  its  contract  with  Poland  to  deliver  a  tanker  to  Poland.  We  brought 
a  great  deal  of  pressure  to  bear  on  Denmark  not  to  do  it.  She  felt 
that  she  was  obliged,  under  the  contractural  obligation  that  she 
had  to  do  it.  Now,  if  an  exception  were  not  to  be  made  in  the  case 
of  Denmark,  if  the  tanker  were  one  of  those  items  on  list  2,  and  if 
we  had  to  cut  off  aid  to  Denmark,  we  would  be  cutting  off  our  nose  to 
spite  our  face,  because  we  need  Denmark  in  the  NATO  alliance. 
And  if  I  may  say  so,  I  would  regard  that  as  a  sanction  not  com- 
mensurate with  the  crime,  if  it  could  be  called  a  crime,  and  I  use  that 
term  in  a  very  broad  sense. 

Therefore,  if  we  had  some  flexibility  with  respect  to  the  applica- 
tion of  the  administration  of  our  aid  to  countries  that  are  not  cooper- 
ating to  the  fullest  extent  with  us,  I  think  it  would  be  an  improvement 
over  the  existing  system. 

This  last  point  touches  on  the  rubber  program,  that  the  chairman 
touched  on  at  the  outset  of  this  morning's  hearing. 

The  question  is:  Is  your  Department  of  the  opinion  that  the  ship- 
ment of  rubber  from  Ceylon  to  China  and  the  shipment  of  this  mate- 
rial from  the  United  Kingdom  to  Soviet-bloc  nations  in  Eastern  Eu- 
rope should  be  discontinued  ?    If  so,  why  % 

The  answer  is  that  with  respect  to  China,  comparatively  little  rub- 
ber is  required  by  a  civilian  economy  such  as  that  of  China,  where 
there  are  very  few  civilian  motor  vehicles,  and  where  at  the  present 
time  the  general  industrial  economy  is  far  below  the  western  Euro- 
pean level.  Therefore,  it  seems  to  us  that  rubber  going  into  China 
is  going  directly  into  their  own  war  effort  or  is  being  shipped  back 
to  the  Soviet-bloc  countries  in  Europe  for  their  own  stockpiling 
purposes. 

Mr.  Flanagan.  On  that  point,  Mr.  Nash,  as  you  know,  and  as  far 
as  I  know,  are  any  rubber  shipments,  excepting  possible  smuggling 
going  into  China  today,  other  than  that  which  is  being  sent  up  from 
Ceylon? 

Mr.  Nash.  Not  to  my  knowledge,  but  Colonel  Moffatt  might  be  able 
to  tell  you  better. 

Colonel  Moffatt.  Not  to  my  knowledge  either. 

Mr.  Flanagan.  I  understand  that  Ceylon  is  sending  some  30,000 
tons  of  rubber  a  year  to  China. 

Do  I  gather  from  your  testimony  that  you  think  that  those  ship- 
ments of  rubber  to  China  are  assisting  or  building  up  the  military 
potential  of  that  country? 

Mr.  Nash.  Of  either  China  or  perhaps  other  members  of  the  Soviet 
bloc  in  the  event  that  it  is  being  transshipped  back  to  countries  of  the 
Soviet  bloc. 

Mr.  Flanagan.  Has  the  Defense  Department  made  any  represen- 
tations to  the  State  Department  or  to  anyone  else  in  an  effort  to 
reduce  or  eliminate  these  shipments  from  Ceylon  to  China? 

Mr.  Nash.  It  has  been  a  subject  of  very  intensive  recommendations 
and  joint  discussions  with  not  only  State  but  with  Mr.  Stassen's  office 
and  with  Commerce. 

It  is  a  subject  in  which  we  are  very  much  interested,  and  which 
we  are  pressing  to  see  if  we  cannot,  by  some  means  or  other,  persuade 
Ceylon  not  to  do  it. 

Mr.  Flanagan.  Go  ahead,  sir. 


50         CONTROL  OF  TRADE  WITH  THE  SOVIET  BLOC 

Mr.  Nasi i.  That  concludes  the  prepared  statement  that  I  had. 

Those  were  the  questions  that  were  listed  in  your  letter,  Mr. 
Flanagan. 

I  will  be  glad  to  respond  to  any  other  questions. 

Mr.  Flanagan.  Mr.  Nash,  I  noticed  in  an  outline  here  that  you 
gave  me  that  you  had  some  discussion  in  there  about  the  use  of  this 
rubber  in  the  European  bloc  of  Soviet  nations. 

Mr.  Nash.  I  had  thought  I  covered  it  when  I  said  that  part  of 
this  rubber  going  into  China  we  think  may  be  going  back  behind 
the  Iron  Curtain  for  their  own  use.  The  exact  sentence  in  the  pre- 
pared statement  reads : 

Its  use — 

that  is,  the  use  of  rubber — 

in  the  European  bloc  is  chiefly  for  direct  military  support  for  military  end  items, 
for  building  up  war  plants  which  will  inci-ease  the  war  potential,  or  for  stock- 
piling for  war. 

And  the  prepared  statement  concludes : 

China  today  wants  rubber  in  large  part  to  supplement  the  rubber  products 
that  it  receives  in  military  end  items  from  Russia.  It  is  noted  in  this  connection 
that  the  United  Kingdom  will  not  permit  its  Colonies  to  ship  rubber  to  China. 

The  Chairman.  May  I  ask  the  question  in  connection  with  that: 

Let  us  take  a  British-flag  vessel  plying  trade  between,  we  will  say, 
Gdynia  and  Manchuria.  I  understand  there  is  no  inspection  of  the 
cargo.  While  Great  Britain  says:  "You  shall  not  ship  rubber  or 
other  strategic  materials,"  and  that  they  rely  entirely  on  the  mani- 
fest supplied  by  the  captain  of  the  ship.  So,  actually,  we  have  no 
way  of  knowing  and  the  British  Government  has  no  way  of  knowing 
what  is  actually  in  that  ship  unless  they  happen  to  have  an  intelligence 
officer  on  the  dock  watching  the  ship  load. 

Mr.  Nash.  I  think  that  is  correct,  Senator. 

The  Chairman.  So  that  it  would  be  difficult,  as  of  today,  to  know 
how  much  strategic  material,  how  much  rubber,  was  being  shipped 
in  British  boats?  Or  would  you  rather  wait  and  go  into  that  in  execu- 
tive session? 

Mr.  Nash.  I  have  no  information  specifically  on  that  subject  my- 
self, but  if  Colonel  Moffat t  does,  I  would  be  glad  to  have  him  lay  it 
before  you  in  executive  session. 

The  Chairman.  Can  we  ask  this  general  question  :  that  as  of  today, 
it  would  be  impossible  to  know  whether,  we  will  say,  ship  No.  X,  which 
is  on  the  high  seas  traveling  from  Gdynia  over  to  a  Manchurian  port, 
even  though  the  manifest  may  say  it  is  loaded  with  soybeans — we 
have  actually  no  way  of  knowing  whether  it  is  soybeans  or  some 
strategic  material? 

Mr.  Nash.  1  think  that  is  correct. 

The  Chairman.  That  would  seem  to  emphasize  the  importance  of 
absolutely  taking  out  of  any  trade  with  Red  China  all  flag  vessels  of 
all  our  allies. 

Mr.  Nash.  I  believe  so.  I  have  a  recollection  of  a  ship  that  was 
said  to  be  carrying  fertilizer,  I  believe,  that  blew  up  en  route.  It 
must  have  been  some  pretty  dynamic  fertilizer. 
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Mr.  Flanagan.  I  notice  here  in  your  prepared  statement,  Mr.  Nash, 
you  state,  referring  to  the  rubber  going  into  the  Soviet  bloc  in  Europe 
that : 

Its  chief  use  is  for  direct  military  support,  for  military  end  items,  for  building 
up  war  plants,  which  will  increase  the  war  potential,  or  for  stockpiling  for  war. 

Am  I  right  in  assuming  from  that  statement  of  yours  that  the 
Department  of  Defense  feels  that  rubber,  natural  rubber,  is  a  strategic 
military  item? 

Mr.  Nash.  I  do  think  it  is  a  strategic  military  item,  Mr.  Flanagan. 
And,  as  you  know,  the  United  States  ships  none  of  it,  ships  no  rubber 
to  any  member  of  the  Soviet  bloc.  At  the  present  time,  strategic 
rubber  is  not  carried  on  the  Battle  Act  list  1  or  2. 

Mr.  Flanagan.  I  was  going  to  ask  you  this :  If  the  Defense  Depart- 
ment considers  natural  rubber  to  be  strategic,  and  you  obviously  do, 
from  your  statement,  can  jTou  tell  this  committee  why  it  is  not  on  the 
Battle  Act  list  where  it  belongs  ? 

Mr.  Nash.  The  Department  of  Defense,  in  these  interdepartmental 
committees — I  serve  on  the  Economic  Defense  Advisory  Committee — 
dealing  with  questions  of  what  items  go  on  Battle  Act  List  1  and 
Battle  Act  List  2— there  is  a  third  list,  Battle  Act  List  3— which 
consists  of  those  commodities  that  we  feel  the  United  States  Gov- 
ernment should  be  pressing  other  countries  to  deal  with  as  strategic 
materials,  and  to  cut  down  on  shipments  thereof  as  such.  At  the 
present  time,  the  Defense  Department,  urging  that  it  be  pushed  off  the 
third  category  into  the  second  category,  has  concurred  in  the  position 
of  the  United  States  Government  that,  because  of  the  severe  com- 
mercial impact  such  a  curtailment  at  this  time  might  have  on  the 
economy  of  such  countries  as  Britain,  we  would  not  push  for  an  ab- 
solute embargo  but  we  wTould  hope  that  the  negotiators  for  the  United 
States  Government  would  press  forward  to  cut  down  on  the  British 
shipments  entirely.  But  we  recognize  that  to  put  rubber  on  that 
Battle  List  2,  exposes  us  immediately  to  this  problem  of  cutting 
off  all  aid  to  any  country  that  we  are  giving  aid  to  now  that  ships 
rubber,  once  w7e  put  it  on  Battle  List  2,  and  we  set  up  a  chain  reaction, 
where,  if  you  follow7  through  on  it,  in  my  view,  you  would  be  cutting 
off  our  nose  to  spite  our  face.  We  cannot  contemplate  cutting  off  aid 
to  our  primary  NATO  partners,  except  if  they  got  to  the  point  where 
they  would  ship  actual  arms,  ammunition,  fissionable  material.  If 
it  ever  got  to  that,  of  course,  it  would  cease  to  be  the  sort  of  partner- 
ship that  it  has  to  be. 

But  we  have  not,  at  the  present  juncture,  been  able  to  say  that  rub- 
ber should  be  put  on  list  2,  strategic  though  it  is.  And  we  stand  on 
this  statement  that  I  have  just  given  you  here  in  my  testimony. 
It  is  a  strategic  item.  It  does  enter  into  the  war  economy  and  war 
potential  of  the  Soviet  bloc,  and  we  feel  the  United  States  has  got  to 
make  every  effort  to  get  these  countries  to  cut  down  on  their  ship- 
ments of  it. 

Mr.  Flanagan.  Then  I  gather — and  I  want  to  ask  you  if  this  is  a 
fair  observation — the  only  reason  that  rubber  isn't  on  the  strategic  list 
is  because  some  of  our  western  allies,  Britain  in  particular,  the  largest 
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shipper,  would  probably  refuse  to  stop  sending  it,  and  get  us  into 
the  position  where,  under  the  law,  we  might  have  to  cut  off  the  aid 
and  get  into  all  these  complications. 

Mr.  Nash.  That  is  conceivable. 

Mr.  Flanagan.  On  that  point,  I  notice  that  the  Commerce  Depart- 
ment statistics  show  that  last  year,  or  year  before  last,  1951,  the  Soviet 
bloc  received  148,000  tons  of  rubber. 

Now,  is  it  not  true  that  that  rubber  is  entirely  controlled,  or  the  ex- 
port of  that  rubber  to  the  Soviet  bloc  is  entirely  controlled,  by  the 
western  nations? 

Mr.  Nash.  I  believe  so. 

Mr.  Flanagan.  I  notice,  then,  that  in  1952,  there  was  an  increase  of 
30  percent  in  the  shipments  of  rubber  to  the  Soviet  bloc,  namely, 
194,000  tons. 

Could  you  tell  this  committee  why  the  United  States,  with  all  the 
negotiating  they  have  been  doing  in  the  last  couple  of  years,  have 
allowed  these  rubber  shipments  to  go  up  30  percent  in  1952? 

Mr.  Nash.  I  couldn't  be  sure  of  it,  Mr.  Flanagan,  but  I  think  that 
increase  is  attributable  to  the  shipments  from  Ceylon,  at  least  in  large 
part.     I  couldn't  be  sure  of  that. 

Mr.  Flanagan.  I  will  get  into  that  next,  before  you  answer  that 
question.  I  am  talking  now  about  the  shipment  of  rubber  from  the 
United  Kingdom  to  the  Soviet  bloc.  In  1951,  it  amounted  to  42,000 
tons.     In  1952,  it  amounted  to  88,000  tons. 

Is  there  any  explanation  as  to  why  the  British  have  doubled  the 
amount  of  rubber  which  they  are  sending  into  the  Soviet  bloc  during 
the  time  that  we  have  been  negotiating,  supposedly,  with  them  so 
strenuously  to  cut  this  down? 

Mr.  Nash.  It  isn't  an  explanation.  It  is  simply  a  statement  of  a 
situation.  The  situation  is,  as  I  understand  it — and  those  who  have 
been  doing  the  actual  negotiating  would  have  to  speak  to  it  in  more 
detail — but  rubber  is,  as  you  know,  as  those  statistics  indicate,  one  of 
the  most  important  commodities  in  the  British  trade.  The  British 
are  a  nation  that  are  completely  dependent  upon  trade.  If  this 
particular  item  were  to  be  cut  out,  it  would  cut  out  a  very  substantial 
segment  of  the  support  of  their  economy.  If  we  were  to  insist  that 
they  cut  it  out,  we  would  have  to  take  measures  to  supplement  the 
British  economy,  perhaps  pro  tanto,  to  the  extent  of  what  is  eliminated, 
by  further  aid. 

The  Chairman.  Let  me  ask  you  this  question,  Mr.  Nash. 

If  the  rubber  shipments  to  the  Soviet  nations  were  discontinued  as 
of  today,  discontinued  completely,  is  it  a  safe  assumption  that  we 
would  deal  a  tremendous  blow  to  Russia's  war  potential? 

Mr.  Nash.  I  think  what  would  result  from  that  is  that  they  would 
be  severely  hit  at  the  outset,  and  they  would  proceed  to  develop  a 
synthetic  rubber  industry,  which  they  already  have,  I  think,  second 
only  to  ours,  and  to  what  extent  they  could  make  up  through  syn- 
thetic rubber,  to  the  extent  that  that  is  a  good  substitute  for  natural 
rubber,  I  am  not  prepared  to  say.  But  I  would  like  to  expand  if 
I  could,  in  just  one  more  word  on  that,  from  the  military  point  of 
view :  That  if  we  were,  in  our  judgment,  on  the  brink  of  war  with  the 
Soviet  bloc,  there  would  have  to  be  taken  measures,  whatever  the 
economic  or  other  consequences  might  be,  to  stop  the  shipment  of  any 
of  these  things. 
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Now,  if,  by  stopping  them  now,  we  force  the  Soviet  bloc  to  build  up 
a  synthetic  industry  which  would  support  her  in  the  event  we  are  at 
war,  that  would  be  a  net  setback  for  us. 

Now,  I  am  not  saying — because  I  don't  know — but  that  she  may  be 
developing  her  synthetic  industry  right  now  just  as  fast  as  she  can. 
I  do  know  that  if  the  rubber  going  into  her  industries  now  were  to  be 
cut  off,  she  would  have  to  expand  her  synthetic  industry  a  great  deal 
more. 

The  Chairman.  Would  you  say  that  the  amount  of  rubber  being 
shipped  for  our  allies  to  Russia  is  more  than  what  Russia  would  ap- 
pear to  need  in  her  domestic  economy,  other  than  war? 

Mr.  Nash.  Oh,  I  think  definitely,  Senator,  yes. 

The  Chairman.  So  it  is  very  clear  that  this  rubber  being  shipped 
to  Russia  is  being  used  to  build  up  her  war  machine  ? 

Mr.  Nash.  And  her  stockpile. 

Mr.  Flanagan.  Isn't  one  of  the  reasons  which  the  British  advance 
for  sending  this  rubber  is  that  they  have  to  get  timber  and  grain  from 
the  Soviet  bloc? 

Mr.  Nash.  Timber  and  grain  principally,  foodstuffs  for  Britain, 
coal  perhaps  in  the  case  of  some  of  the  other  countries.  Britain  has 
perhaps  enough  coal  to  support  herself.  But  it  is  a  barter  arrange- 
ment, an  exchange,  rather  than  a  currency  proposition. 

Mr.  Flanagan.  And  isn't  it  true  that  the  Soviet  bloc  insists  on 
rubber  in  return  for  these  foodstuffs  and  for  this  timber  ? 

Mr.  Nash.  That  is  correct. 

Mr.  Flanagan.  In  other  words,  it  is  sort  of  a  blackjack  job. 

Mr.  Nash.  The  Soviet  bloc  will  always  ask  for  that  which  they 
need  the  most,  and  they  will  always  ask  the  country  for  it  that  needs 
something  very  badly  from  the  Soviet  bloc.  Always.  I  mean,  the 
countries  that  need  coal  the  most,  like  Norway  and  Denmark,  might 
be  willing  to  pay,  and  Denmark,  I  think,  would  be  willing  to  pay,  in 
currency  for  the  coal.  The  Poles  won't  take  it.  They  take  something 
they  need  very  much,  such  as  a  tanker. 

Mr.  Flanagan.  Which  would  help  to  build  up  their  war  potential. 

Mr.  Nash.  A  tanker  is  a  great  help  in  any  war  potential. 

Mr.  Flanagan.  There  is  also  the  idea  that  you  can  trade  off  strate- 
gic materials  that  we  need  from  the  Soviet  bloc. 

There  is  just  an  example,  and  I  would  like  to  get  your  observation : 
In  11  months  of  1952,  the  direct  imports  of  rubber  to  the  Soviet  bloc 
from  Malaya  amounted  to  28  million  Malayan  dollars,  almost  29 
million  Malayan  dollars  worth  of  rubber  that  went  into  the  Soviet 
bloc.  In  return,  according  to  the  statistics,  Malaya  got  from  the 
Soviet  bloc,  $27,000  worth  of  materials,  and  $16,000  of  that  was 
caviar. 

Can  you  see  any  reasonable  explanation  for  a  situation  like  that? 

Mr.  Nash.  I  would  say  that  was  a  bum  deal. 

Mr.  Flanagan.  That  is  what  it  looks  like  to  me. 

The  Chairman.  A  good  deal  for  Russia. 

Mr.  Flanagan.  Recently  we  asked  Mr.  Stassen  to  furnish  us  with 
a  summary  of  the  discussions  which  the  United  States  has  had  with 
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Great  Britain  about  cutting  off  this  rubber,  and  this  is  the  memoran- 
dum which  was  delivered  to  us  by  Mr.  Stassen  yesterday.  And  in  this 
statement  it  goes  on  to  state  that — 

We  have  been  trying  our  very  best  to  cut  down  rubber  shipments  on  the  part  of 
Great  Britain  to  the  Soviet  bloc. 

And  this  appears : 

Press  reports  have  indicated  that  the  British  consider  75,000  to  80,000  tons  of 
rubber  to  be  a  reasonable  amount  for  normal  consumption  requirements  for  a 
period  of  a  year ;  that  is,  normal  consumption  for  the  Soviet  bloc. 

Now,  that  is  what  the  British  say. 

You  indicate  that  probably  all  the  rubber  is  going  into  some  war 
use.  How  can  you  justify  the  United  States  position  in  not  pressing 
this  harder,  when  the  British  themselves  admit  that  75,000  or  80,000 
tons  is  a  reasonable  amount  for  normal  consumption,  and  in  1952, 
184,000  tons  went  into  the  Soviet  bloc? 

Mr.  Nash.  In  the  first  place,  Mr.  Flanagan,  I  think  I  said  that  a 
great  deal  of  the  rubber  going  into  the  Soviet  bloc,  rather  than  all 
of  it,  is  going  into  their  military  potential.  Surely,  some  of  it  is 
going  into  the  civilian  economy,  but  I  think  a  limited  amount,  and  a 
great  deal,  I  would  say,  is  going  into  their  war  potential. 

Now,  all  that  can  be  said  with  respect  to  the  British  point  of  view 
that  what  they  are  shipping  in  there  is  not  very  much  in  the  way  of  a 
contribution  to  the  Soviet  bloc's  war  potential,  is  that  we  disagree. 
And  we  must  continue  to  disagree  and  must  continue  to  press  our 
disagreement  on  them,  in  the  way  that  led  recently  to  the  agreement 
between  Mr.  Eden  and  Mr.  Dulles.  That  is  really  all  that  you  can  do. 
I  have  not  been  a  member  of  any  negotiating  team  on  this  particular 
subject,  but  I  have  had  to  represent  the  United  States  in  negotiations 
with  foreign  countries  in  other  respects,  and  all  I  can  say  is  that 
they  sit  across  the  table  with  all  their  sovereignty,  too,  and  they  say: 
"We  disagree  with  you." 

We  have  had  arguments  endlessly  on  the  extent  to  which  the  ship- 
ment into  Communist  China  is  helping  them,  the  numbers  of  ships, 
the  amounts  of  cargo,  and  our  military  and  their  military  have  argued 
back  and  forth,  met  back  and  forth,  and  there  is  a  dispute  on  the  facts 
back  and  forth.  They  say  not  very  much  is  going  in.  We  say  a  great 
deal  is  going  in. 

Mr.  Flanagan.  Of  course,  on  that  point,  the  thing  that  confuses  me : 
and  I  don't  want  to  cast  any  reflection  on  the  negotiators,  but  we  have 
been  negotiating  as  has  been  said  for  8  years,  and  the  trade  keeps 
increasing  rather  than  decreasing. 

Mr.  Nash.  I  think,  Mr.  Flanagan,  in  fairness  to  the  whole  picture, 
it  would  lie  well  to  see  the  whole  situation  ?>  years  ago,  and  see  what 
items  t\u>±e  countries  have  agreed,  since  the  effort  began  about  3  years 
ago.  to  curtail.  Rubber  is  the  glaring  example  of  where  the  negotia- 
tors' efforts  have  not  been  successful.  But  I  think  that  for  the  whole 
picl  ure,  it  would  be  found  to  represent  some  considerable  progress. 

The  Chairman.  I  want  to  thank  you  very  much  for  a  very  intelli- 
gent presentation  of  this  picture,  Mr.  Nash. 
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And  I  think  in  our  executive  session  we  will  bring  out  some  of  the 
matters  we  have  discussed. 

I  understand  there  are  certain  matters  you  do  not  care  to  discuss  in 
open,  session. 

Mr.  Nash.  Yes. 

The  Chairman.  I  understand  you  have  a  meeting  at  12  o'clock. 

Mr.  Nash.  Yes,  but  I  am  at  your  service,  Senator. 

The  Chairman.  It  will  take  you  about  a  half  hour  to  get  to  the 
Pentagon,  anyway,  so  we  will  excuse  you  for  today  and  have  you 
come  back  at  your  convenience. 

Mr.  Nash.  All  right,  Senator. 

Thank  you  very  much. 

(Whereupon,  at  11:25  a.  m.,  a  recess  was  taken  until  10:30  a.  m., 
Wednesday,  April  1,  1953.) 
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Executive  Office  of  the  President, 
Office  of  the  Director  For  Mutal  Security, 
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For  Release  Upon  Delivery. 

Advance  Draft  For  Statement  of  Harold  E.  Stassen,  Director  For  Mutual 
Security,  Before  the  Senate  Permanent  Subcommittee  on  Investigations 
at  10 :  30  A.  M.,  March  30, 1953 

Mr.  Chairman,  gentlemen  of  the  committee,  in  responding  to  your  invitation 
that  I  appear  before  you  this  morning  to  testify  in  the  matter  of  East-West  trade 
controls,  I  present  to  you  the  information  which  57ou  requested  in  our  informal 
conference  10  days  ago.  I  appear  before  you  in  my  capacity  as  Administrator  of 
Mutual  Defense  Assistance  Control  Act,  Public  Law  213.  In  carrying  out  this 
responsibility,  Mr.  Kenneth  Hansen,  who  is  here  with  me,  is  my  Acting  Deputy, 
and  the  essential  coordination  of  the  activities  of  the  executive  branch  is  develop- 
ed through  the  Economic  Defense  Advisory  Committee  with  the  following 
membership : 

State  Atomic  Energy  Commission 

Treasury  Central  Intelligence  Agency 

Defense  Mutual  Security 

Commerce 

and  others  as  necessary. 

The  State  Department  has  the  primary  in  negotiations  with  other  governments 
and  in  control  of  munitions  exports,  the  Treasury  has  the  authority  of  the  Trading 
With  the  Enemy  Act,  the  Defense  Department  and  Central  Intelligence  Agency 
provide  the  coordinated  intelligence  information,  the  Commerce  Department  has 
the  primary  in  control  of  exports  from  the  United  States,  and  the  Atomic  Energy 
Commission  is  the  key  agency  in  atomic  matters. 

I  furnish  to  you  now  the  following  reports: 

1.  Non-Communist  registered  merchant  shipping  trading  with  the  Soviet  bloc  in 

July  1952,  Far  East  (1  copy). 

2.  Non-Communist  registered  merchant  shipping  trading  with  the  Soviet  bloc  in 

August  1052,  Far  East  (1  copy). 

3.  Non-Communist  registered  merchant  shipping  trading  with  the  Soviet  bloc  in 

September  1052,  Far  East  (1  copy). 

4.  Four  tables  of  monthly  involvement  of  non-Communist  registered  merchant 

ships  in  trade  with  the  Soviet  bloc,  Far  East,  by 
(a)   Country  of  registry  ; 
(ft)   Residence  of  beneficial  owners; 
(c)   Number  of  ships  ;  and 
( (I )   Total  gross  tonnage  in  1051  and  1052. 

5.  United  States-United  Kingdom  discussions  in  regard  to  shipments  of  rubber  to 

the  Soviet  bloc. 

6.  Shipping  controls  of  certain  foreign  countries. 

7.  Statistics  on  shipments  of  natural  rubber  to  the  Soviet  bloc  by  country  of  origin 

and  country  of  destination. 
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iu  carrying  out  the  responsibility  of  this  East- West  trade  control  we  are  en- 
deavoring to  do  so  in  a  manner  to  advance  toward  President  Eisenhower's  high 
objective  for  the  United  States — peace  with  progress  for  the  people. 

As  he  set  forth  in  his  state  of  the  Union  address,  this  objective  can  best  be 
served  by  building  up  the  relative  effective  defensive  power  of  the  free  nations, 
with  close  cooperation  between  them,  and  with  a  sound  economy  within  America. 

Relating  this  objective  and  method  to  our  particular  situation  in  East-West 
trade  controls,  as  I  personally  see  it,  gives  rise  to  these  specific  aims. 

3.  Stop  the  flow  of  strategic  exports  to  any  part  of  the  Soviet  bloc  which  would  in 

any  material  degree  increase  the  warmaking  potential  of  the  Communist 

area. 
2.  So  long  as  Chinese  Communist  soldiers  are  fighting  the  United  Nations  forces 

in  Korea,  including  United  States  and  Republic  of  Korea  soldiers,  especially 

restrict  trade  with  Communist  China. 
S.  Endeavor  to  insure  that  nonstrategic  trade  of  free  nations  with  the  Soviet  bloc 

results  in  a  net  security  advantage  for  the  free  nations. 

4.  Maintain  a  close  and  friendly  relationship  between  the  free  nations. 

Much  has  been  accomplished  in  this  program  in  recent  years.  More  needs  to  be 
done.     Significant  progress  has  recently  been  made. 

Under  the  outstanding  leadership  of  the  Secretary  of  State,  John  Foster  Dulles, 
a  series  of  successful  negotiations  have  been  consummated  in  recent  weeks  by  the 
State  Department. 

The  official  communique  following  the  United  Kingdom-United  States  talks  in 
Washington  reported  on  March  7, 1953,  as  follows : 

"The  two  Secretaries  of  State  also  considered  the  far  eastern  situation.  They 
reaffirmed  the  importance  of  preventing  the  shipment  of  strategic  materials  to  the 
mainland  of  China.  Mr.  Eden  stated  that  Her  Majesty's  Government  in  the 
United  Kingdom,  in  addition  to  the  system  of  controls  already  in  force,  had 
decided — 

"(a)  to  introduce  a  new  system  of  licensing  vessels  registered  in  the  United 
Kingdom  and  colonies  so  that  strategic  materials  from  non-British  sources  could 
not  be  carried  to  China  in  British  ships ; 

"(&)  to  take  additional  steps  designed  to  insure  that  no  ships  of  the  Soviet 
bloc  or  other  nationality  carrying  strategic  cargoes  to  China  should  be  bunkered 
in  a  British  port. 

"The  United  States  and  British  Governments  will  concert  their  efforts  to  secure 
the  cooperation  of  other  maritime  and  trading  nations  in  the  measures  designed 
to  exclude  the  shipment  of  strategic  materials  to  the  mainland  of  China." 

This  past  week  the  French  officials  agreed,  as  stated  in  the  official  communique : 

"The  two  Governments  reaffirmed  their  common  interest  in  controlling,  together 
with  other  nations  of  the  free  world,  the  movement  of  strategic  materials  to 
nations  whose  policies  jeopardize  the  peace  and  security  of  the  free  world.  Both 
governments  undertook  to  continue  action  toward  that  end. 

"In  order  to  render  more  effective  the  application  of  the  United  Nations  Gen- 
eral Assembly  resolution  of  May  18,  1951,  the  French  Government  intends  to  take 
the  measures  necessary  to  prevent  (a)  the  bunkering  of  ships  carrying  to  Com- 
munist China  cargoes  of  strategic  materials,  and  ( b)  the  transportation  by  French 
ships  of  cargoes  of  strategic  character  to  ports  of  Communist  China. 

"The  two  governments,  in  cooperation  with  other  interested  governments,  will 
keep  under  constant  review  the  list  of  items  embargoed  to  Communist  China  in 
order  to  include  goods  whose  strategic  character  will  have  been  demonstrated." 

On  March  10,  1953,  parliamentary  approval  of  a  shipping  control  law  was 
obtained  in  Greece.  The  Ministry  of  Merchant  Marine  promised  to  press  for 
prompt  promulgation  of  the  necessary  implementing  legislation  prohibiting  the 
employment  of  Greek  registered  vessels  in  Communist  China  trade.  The  terms 
of  this  legislation,  announced  in  a  decision  of  the  Council  of  Ministers  effective 
immediately,  prohibit  vessels  flying  the  Greek  flag  to  call  at  ports  which  are  con- 
trolled by  the  Central  Government  of  the  People's  Republic  of  China  and  by  the 
authorities  of  North  Korea.  Violators  shall  be  subject  to  the  penalties  provided 
by  law  2317/1953.  Legislation  of  this  type  becomes  Greek  law  immediately, 
though  to  acquire  a  permanent  character,  it  must  ultimately  receive  parlia- 
mentary ratification. 

Negotiations  of  this  nature  are  proceeding. 

At  the  same  time  there  has  been  a  tightening  of  controls  and  supervision  in 
the  key  centers  of  smuggling  and  concealed  trade.  I  have  enlisted  the  assistance 
of  Gen.  William  Donovan  as  special  consultant.  He  has  exceptional  experi- 
ence and  ability  and  is  serving  patriotically  without  compensation. 
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It  is  my  judgment  that  in  the  month  of  March  the  free  nations  definitely  had 
the  net  security  advantage  in  such  nonstrategic  trade  which  took  place  and  that 
in  each  succeeding  month  the  situation  will  be  further  improved. 

The  Xaiional  Security  Council,  with  the  special  addition  of  representation 
for  this  purpose  from  the  Department  of  Commerce,  is  now  engaged  in  a  study 
of  this  entire  question. 

From  this  study  the  specific  future  policy  of  the  executive  branch  will  be^ 
formulated  and  recommendations  will  be  made  to  the  Congress  for  consideration. 

In  the  interim  we  will  continue  to  cooperate  with  the  committees  of  Congiess 
as  appropriate,  and  we  will  endeavor  to  administer  this  specific  responsibility, 
as  I  stated  at  the  opening  of  my  testimony,  in  a  manner  that  will  serve  the  prime 
objective  of  peace  and  security  and  progress  for  our  country  and  for  the  other 
free  nations. 


Additional   Information   Submitted  by  Mr.   Stassen,   Director  for  Mutual 

Security 

I.  One  of  the  questions  raised  at  the  March  30  hearing  concerned  how  many 
of  the  242  Greek-owned  ships  covered  by  the  announcement  of  March  29  had 
been  engaged  in  carrying  rubber  from  Ceylon  to  Red  China  (p.  21).  A  check 
by  the  agencies  of  the  United  States  Government  indicates  that,  to  the  best  of 
their  knowledge,  since  the  middle  of  1952  when  Ceylon  signed  the  trade  agree- 
ment with  Communist  China  to  supply  rubber  in  exchange  for  rice,  none  of  these 
vessels  had  been  involved  in  this  trade.  To  the  best  of  their  knowledge,  no 
other  free-world  ships  had  carried  rubber  from  Ceylon  to  Red  China  during  this 
period.  As  to  whether  any  of  the  242  Greek  ships  or  other  free-world  ships 
carried  Ceylonese  rubber  to  Red  China  before  the  rice-rubber  deal  of  mid-1952, 
available  information  does  not  enable  a  definite  answer  at  this  time. 

II.  (a)  Under  the  new  United  Kingdom  controls,  British-flag  vessels  are  not 
permitted  to  carry  to  Communist  China  or  North  Korea  goods  banned  by  the 
United  Kingdom  under  the  China  embargo  resolution  adopted  by  the  U.  N.  Gen- 
eral Assembly  on  May  18,  1951.  Also,  no  ships  of  any  flag  carrying  to  Com- 
munist China  or  North  Korea  cargoes  which  the  United  Kingdom  considers 
strategic  will  be  furnished  bunkers  in  British  ports  east  of  Suez. 

(b)  The  carriage  in  British  ships  of  strategic  goods  to  Communist  China 
from  any  source  is  prohibited  under  the  Control  of  Trade  by  Sea  (China  and 
North  Korea)  Order  issued  March  13,  and  put  into  effect  March  17.  Copies  are 
enclosed. 

(c)  Effective  March  31,  under  this  order,  vessels  of  500  gross  registered  tons 
and  over  registered  in  the  United  Kingdom  and  British  colonial  territories,  in- 
cluding Hong  Kong,  are  not  permitted  to  make  a  voyage  to  Communist  China  or 
North  Korea  without  a  validated  license  from  the  Ministry  of  Transport.  Vessel 
owners  have  to  apply  in  London,  Singapore.  Penang  (Malaya)  or  Hong  Kong 
for  a  license  to  make  a  voyage  to  Communist  China  and  North  Korea.  To  re- 
ceive a  license,  owners  must  certify  that  the  vessel  will  not  carry  to  Communist 
China  any  goods  included  on  the  list  of  prohibited  cargoes.  Copies  of  the  license 
which  contains  a  list  of  the  prohibited  cargoes  are  enclosed. 

id)  British  vessels  holding  a  license  for  a  voyage  to  Communist  Chinese 
ports  automatically  qualify  to  receive  bunkers  at  Aden,  Singapore,  or  Hong  Kong. 
Vessels  of  Soviet  bloc  or  other  registry  are  not  to  be  bunkered  at  these  ports 
on  route  to  Communist  Far  East  ports  if  they  are  carrying  any  goods  on  the 
United  Kingdom  list  of  prohibited  cargoes.  Much  of  the  detailed  information 
as  to  how  the  hunkering  controls  work  has  a  security  classification,  since  the  key 
to  such  ;i  system  must  be  intelligence  information.  The  United  States  is  cur- 
rently discussing  these  controls  with  the  British  and  is  seeking  to  ascertain  what 
information  can  be  made  public. 

i  -  i  Following  the  United  States-United  Kingdom  talks  in  Washington,  con- 
certed approaches  have  been  made  to  other  governments  for  the  adoption  of 
similar  measures  by  those  involved  in  this  shipping  problem,  since  the  effective- 
ness of  shipping  controls  depends  in  such  large  measure  on  the  adoption  of 
similar  controls  by  other  maritime  nations. 


CONTROL    OF    TRADE    WITH    THE    SOVIET    BLOC  59 

Statutory  Instruments 
1953  No.  434 

SUPPLIES   AND  SERVICES CONTROL  OF  TRADE  BY   SEA 

The  Control  of  Trade  by  Sea  (China  and  North  Korea)  Order,  1953  : 

Made March  13,  1953 

Laid  before  Parliament March  16,  1953 

Coming  into  operation March  17,  1953 

The  Minister  of  Transport,  in  pursuance  of  the  powers  conferred  upon  him 
by  Regulation  46  of  the  Defense  (General)  Regulations,  1939,  as  having  effect 
by  virtue  of  the  Supplies  and  Services  (Transitional  Powers)  Act,  1945,1  as 
extended  by  the  Supplies  and  Services  (Extended  Purposes)  Act,  1947,2  and 
the  Supplies  and  Services  (Defense  Purposes)  Act,  1951,3  and  continued  in  force 
by  the  Supplies  and  Services  (Continuance)  Order,  1952.4  and  of  all  other  powers 
enabling  him  in  that  behalf  hereby  orders  as  follows  : 

1.  (1)  This  Order  shall  come  into  operation  on  the  17th  day  of  March  1953, 
and  may  be  cited  as  The  Control  of  Trade  by  Sea  (China  and  North  Korea) 
Order,  1953. 

(2)  In  this  Order,  unless  the  context  otherwise  requires,  the  following  expres- 
sions have  the  meanings  hereby  respectively  assigned  to  them,  that  is  to  say : 

"Government  ship"  means  any  ship  which  (a)  belongs  to  Her  Majesty  or  is 
held  by  any  person  on  behalf  of  or  for  the  benefit  of  the  Crown,  or  (&)  is  at 
the  disposal  of  Her  Majesty  whether  by  virtue  of  the  exercise  of  any  power  of 
reqnifc  tioning  the  ship  or  otherwise,  or  (c)  is  under  charter  to  or  for  Her 
Majesty ; 

"The  Minister"  means  the  Minister  of  Transport  ; 

"North  Korea"  means  that  part  of  Korea  which  is  not  for  the  time  being  occu- 
pied by  any  of  the  armed  forces  of  the  United  Nations,  or  by  any  armed  forces 
acting  on  behalf  of  the  United  Nations; 

"Port"  includes  any  dock,  harbour,  pier,  quay,  wharf,  mooring,  anchorage,  or 
other  similar  place. 

2.  This  Order  shall  apply  to  all  British  ships  having  a  gross  tonnage  of  500 
tons  or  more  other  than  ships  registered  in  Canada,  the  Commonwealth  of 
Australia,  New  Zealand,  the  Union  of  South  Africa,  India,  Pakistan,  Ceylon, 
Southern  Rhodesia,  the  Republic  of  Ireland,  or  a  territory  administered  by  the 
Government  of  any  of  the  aforesaid  countries,  provided  that  nothing  in  this 
Order  shall  apply  to  any  Government  ship. 

3.  (1)  Notwithstanding  that  there  may  be  in  force  in  respect  of  the  ship  a 
licence  granted  under  the  Control  of  Trade  by  Sea  (No.  2)  Order,  1939 ,6  as 
amended  by  the  Control  of  Trade  by  Sea  (Amendment)  Order,  1940,°  no  British 
ship  to  which  this  Order  applies  shall,  on  and  after  the  31st  day  of  March,  1953, 
proceed  to  sea  from  any  port  (whether  within  or  outside  the  United  Kingdom) 
except  under  the  authority  of  a  licence  granted  under  this  Order  by  the  Minister 
or  by  a  person  authorised  in  that  behalf  by  the  Minister. 

(2)  Any  licence  granted  under  this  Order  may  be  granted  subject  to  such 
limitations  and  conditions  as  the  Minister  or  person  granting  the  licence  thinks 
fit  to  impose  with  respect  to : 

(a)  the  trades  in  which  the  ship  may  engage  and  the  voyages  which  may 
be  undertaken  by  the  ship; 

(b)  the  class  of  cargoes  or  passengers  which  may  be  carried  in  the  ship  for 
the  purpose  of  being  put  off  in  China  or  North  Korea  or  within  the 
territorial  waters  of  those  countries  ; 

(c)  the  hiring  of  the  ship. 


*9  and  10  Goo.  C.c.10  ;  and  S.  R.  and  O.  1945/1015  ;  1945  II,  p.  45. 
2 10  and  11  Geo.  6.C.55. 

3  14  and  15  Geo.  6.C.25. 

4  S.  I.  1952/2094. 

8  S.  R.  and  O.  1939/1671  :  1989  I.  p.  1144. 
«  S.  R.  and  O.  1940/90  :  1940  II,  p.  908. 
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4.  Every  application  for  a  licence  under  this  Order  shall  be  in  a  form  approved 
by  the  Minister  and  shall  be  made  by  or  on  behalf  of  the  person  having  the  man- 
agement of  the  ship  in  respect  of  which  application  for  a  licence  is  made. 

Given  under  the  Official  Seal  of  the  Minister  of  Transport  this  13th  day  of 
March  1953. 

Alan  Lennox-Boyd, 
(l.  s.)  The  Minister  of  Transport. 

EXPLANATORY   NOTE 

(This  Note  is  not  part  of  the  Order,  but  is  intended  to  indicate  its  general 

purport.) 

This  Order  requires  British  ships  to  which  the  Order  applies  to  have  a  licence 
granted  under  the  Order  (in  addition  to  any  other  licence  which  they  are  required 
to  have)  before  proceeding  to  sea  and  provides  that  such  licence  may  be  granted 
subject  to  limitations  and  conditions,  in  particular  as  to  the  class  of  cargoes  or 
passengers  which  may  be  carried  in  the  ship  to  China  or  North  Korea. 


Form  No.  S.  L.  3 

Control  of  Trade  by  Sea  (China  and  North  Korea)  Order,  1953 

Application  for  a  licence  for  a  voyage  or  voyages  to  China  or  North  Korea  or  from 
one  port  in  China  or  North  Korea  to  another  port  in  China  or  North  Korea 

Name  of  applicant 

Address  of  applicant 

To: 

Applicat  on  is  hereby  made  for  a  licence  for  the  ship 

to  proceed  on  the  voyage  or  voyages  described  below.  It  is  understood  that  the 
grant  of  the  licence  will  not  imply  that  the  ship  to  which  the  licence  relates  is 
thereby  freed  from  liability  to  be  requisitioned  by  Her  Majesty's  Government, 
nor  exempt  the  ship  from  compliance  with  any  other  lawful  requirements  affect- 
ing the  ship  or  her  cargo,  passengers,  stores,  bunkers,  equipment,  etc. 

Signature  of  applicant 


Date 


19 


(To  be  signed  by  the  person  having  the 
management  of  the  ship  or  a  person 
duly  authorised  in  that  behalf  by 
him.) 


Note 

This  form,  which  should  be  submitted  in  duplicate,  is  for  use  in  respect  of  any 
ship  to  which  the  Order  applies.  Where  a  ship  is  normally  operated  from  the 
United  Kingdom  the  completed  form  should  be  sent  to  Commercial  Services  Divi- 
sion, Ministry  of  Transport,  Berkeley  Square  House,  London,  W.  1.,  but  where 
a  ship  is  normally  operated  from  Hong  Kong,  Singapore,  or  the  Federation  of 
.Malaya,  application  should  be  made  to  the  appropriate  Department  in  Hong 
Kong,  Singapore,  or  Penang. 

Voyage  or  voyages  proposed 


Name  of  ship 

Port  of 
registry 

Official 
number 

Gross  reg- 
istered 

tons 

From 

Estimated 

date  of 
departure 

To 

Estimated 
date  of 
arrival 
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[Keserved  for  official  use  only] 

LICENSE 
License  No 

This  license  is  granted  in  accordance  with  the  conditions  and  particulars  set 
out  in  the  application  overleaf  and  on  the  further  condition  and  limitation  that 
there  shall  not  be  on  board  the  ship  covered  by  this  license,  at  any  time  when  on 
a  voyage  to  which  the  license  applies,  any  cargo  consigned  to  a  destination  in 
China  or  North  Korea  of  the  kinds  specified  in  the  following  Schedule. 

Provided  always  that  there  shall  not  be  deemed  to  have  been  a  breach  of  the 
above  condition  and  limitation  by  reason  only  of  the  presence  on  board  ship  of : 

(a)  cargo  which  neither  the  Master  of  the  ship,  nor  the  person  having  the 

management  of  the  ship,  nor  the  person  in  charge  of  the  stowage  of 
cargo  in  the  ship  on  behalf  of  either  of  them,  knew  or  ought  to  have 
known  or  had  reasonable  grounds  for  suspecting  to  be  cargo  as  afore- 
said ;  or 

(b)  cargo  in  respect  of  which  there  was  in  force  a  valid  export  license 

issued  by  the  appropriate  authority  in  the  United  Kingdom  or  a  United 
Kingdom  dependent  territory. 

This  license  is  valid  until unless  previously 

revoked. 

Signed  

(Authorized  in  that  behalf  by  the  Minister  of  Transport.) 

Date 19__. 

SCHEDULE 

A.  Arms,  munitions,  etc. 

1.  Arms  and  munitions. 

2.  Aircraft  and  areo-engines. 

3.  Explosives  and  detonators. 

4.  Military  equipment. 

5.  Minesweeping  equipment. 

B.  Electrical  and  electronic  equipment 

1.  Electric  furnaces. 

2.  Electric  transformers,  generators,  and  motors,  and  switchgear  for  such 
equipment. 

3.  Radar,  and  other  radio-location  equipment. 

4.  Radio,  telephone  and  telegraph  equipment,  including  cables  but  exclud- 
ing domestic  receiving  sets. 

5.  Under-water  location  apparatus.  . 

6.  Welding  machines  and  equipment,  including  electrodes. 

C.  Machinery  and  Industrial  Equipment 

1.  Asbestos  (in  particular,  asbestos  yarn,  textiles,  and  clothing). 

2.  Ball  and  roller  bearings. 

3.  Concrete  mixing  and  handling  plant. 

4.  Conveyor  belting. 

5.  Cranes. 

6.  Crushing,  grinding,  pulverising,  and  screening  plant. 

7.  Cylinders  and  containers  for  compressed  or  liquefied  gases. 

8.  Diamond  tools  and  industrial  diamonds. 

9.  Excavating  and  earth-moving  equipment  (in  particular,  crawler  trac- 

tors, scrapers,  graders,  and  dumpers). 

10.  Flexible  metal  tubing. 

11.  Internal  combustion  engines,  and  components  and  spares  for  such 

engines. 

12.  Metal  rolling  mills. 

13.  Metal  working  machinery  and  machine  tools,  including  cutting  and 

working  tools  for  use  therewith. 

14.  Scientific,  laboratory,  surveying,  and  electrical  instruments. 

15.  Turbines. 

16.  Valves,  pumps,  compressors,  blowers,  and  centrifuges. 
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D.  Metals: 

1.  Iron  and  steel  (except  manufactured  articles  not  specified  elsewhere 

in  the  list)   including: 

(a)  pig  iron,  ingot  steel; 

(b)  iron  and  steel  scrap; 

(c)  semi-finished  and  finished  iron  and  steel,  including  alloy  steel 
i  in  particular,  ingots,  castings,  billets,  pipes,  tubes,  plates, 
angles,  and  girders)  ; 

(d)  barbed  wire,  and  steel  wire  strand  and  cable; 

(e)  tinplate. 

2.  The  following  metals,  and  alloys  wholly  or  mainly  thereof,  including 

ferro-alloys    and   scrap,    but   excluding   manufactured   articles   not 

mentioned  elsewhere  in  this  list : 
Aluminum  Copper  Strontium 

Beryllium  Germanium  Tantalum 

Bismuth  Lead  Tin 

Cadmium  Magnesium  Tungsten 

Calcium  Mercury  Vanadium 

Cerium  Molybdenum  Zinc 

Cobalt  Nickel  Zirconium 

Columbium  (Niobium)         Sodium 

3.  Uranium  and  thorium  and  their  compounds,  and  the  following  ores : 

pitchblende,    autunite,    carnotite,    torbenite,    monazite,    uraninite, 
thorianite  and  thorite. 

E.  Oil,  Rubber  and  Chemicals  : 

1.  Crude  petroleum,  fuel  oil,  diesel  oil,  petrol    (motor  and  aviation,), 

kerosene,  lubricating  oils  and  greases. 

2.  Natural  and  synthetic  rubber: 

3.  Tyres  and  inner  tubes,  except  those  for  pedal  cycles. 

4.  Ammonium  Nitrate. 

5.  Benzene. 

6.  Calcium  Carbide. 

7.  Carbon  Black. 

8.  Glycerine. 

9.  Nitric  Acid. 

10.  Phenol. 

11.  Phosphorus  (except  red). 

12.  Picric  Acid. 

13.  Sulphur. 

14.  Tetra-ethyl  lead. 

F.  Transport  and  marine  equipment : 

1.  Rails,  locomotives  and  rolling  stock,  and  wheels  and  axles  thereof. 

2.  Motor  vehicles    (including  tractors  and  motor  cycles),  trailers,  and 

components  and  spares  for  such  motor  vehicles  and  trailers. 

3.  Water  craft  of  all  kinds. 

4.  Gyro  compasses  and  gyro  repeaters. 

Additions  to  Appendix  (Continued) 

III.  Correction  to  Table  1  of  the  "Monthly  Involvment  Non-Communist 
Registered  Merchant  Ships,"  transmitted  to  Mr.  Flanagan  on  March  2!)th  and 
reprinted  in  this  Appendix.  On  page  one  of  this  table,  extreme  right-hand 
column,  the  3  vessels  (22,000  GRT)  shown  for  Liberia  actually  refer  to  Italy 
for  December  l!>.r»l  (the  line  immediately  above)  ;  the  table  should  be  corrected 
accordingly. 

No.  2 

Department  of  State, 
Washington,  March  25,  195S. 
Mr.  Fbancjs  D.  Flanagan, 
General  Counsel, 

Senate  Permanent  Subcommittee  on  Investigations, 

United  States  Senate. 

Deab  Mb.  Flanagan  :  In  response  to  your  telephone  inquiry  earlier  today  to 
Mr.  Hansen,  there  is  enclosed  herewith  a  brief  statement  of  the  action  taken  the 
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other  day  by  the  Government  of  Greece  to  control  the  movement  of  its  flag 
vessels  to  Communist  China  and  North  Korea.  As  soon  as  the  exact  text  of  the 
decision  of  the  Greek  Council  of  Ministers  is  received  I  will  see  that  you  are 
furnished  a  copy. 

Sincerely  yours, 

Louis  W.  Goodkind, 
Chief,  Economic  Defense  Staff. 

Enclosure :   Statement  of  action  by  the  Government  of  Greece. 
Action  by  the  Greek  Government  To  Control  Greek  Flag  Merchant  Ships 

On  March  23,  1953,  the  Government  of  Greece  gave  notice  that  by  a  decision 
of  the  Council  of  Ministers,  effective  immediately,  the  Government  had  forbidden 
all  merchant  ships  under  Greek  flag  to  ply  at  ports  controlled  by  the  Central 
Government  of  the  Popular  Democracy  of  China  and  at  ports  controlled  by  the 
authorities  of  North  Korea.  The  verbatim  text  of  the  decision  of  the  Council 
of  Ministers  has  not  yet  been  received  in  Washington,  but  it  is  understood  that 
the  decision  is  in  substance  as  set  forth  above.  It  is  understood  further  that 
under  the  Greek  Constitution  such  a  decision  is  effective  immediately,  but  must 
be  ratified  by  the  legislature  within  a  reasonable  period  of  time. 
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MONDAY,   MAY  4,    1953 

United  States  Senate, 
Senate  Permanent  Subcommittee  on 

Investigations  of  the  Committee  on 

Government  Operations, 

Washington,  D.  G. 

The  subcommittee  met  (pursuant  to  S.  Res.  40,  agreed  to  January 
30,  1953)  at  10:30  a.  m.,  in  room  318  of  the  Senate  Office  Building, 
Senator  Joseph  R.  McCarthy,  chairman,  presiding. 

Present:  Senators  Joseph  R.  McCarthy,  Republican,  Wisconsin; 
Henry  M.  Jackson,  Democrat,  Washington ;  Stuart  Symington,  Demo- 
crat, Missouri. 

Present  also:  Francis  D.  Flanagan,  general  counsel;  Robert  D. 
Kennedy,  assistant  counsel;  Jerome  S.  Adlerman,  assistant  counsel; 
Thruston  B.  Morton,  Assistant  Secretary  of  State  for  Congressional 
Relations. 

The  Chairman.  The  hearing  will  come  to  order. 

Mr.  Flanagan,  will  you  call  your  first  witness? 

Mr.  Flanagan.  Mr.  Kennedy,  of  our  staff. 

The  Chairman.  Will  you  stand  and  be  sworn?  In  this  matter  now 
in  hearing,  do  you  solemnly  swear  to  tell  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  so  help  you  God  ? 

Mr.  Kennedy.  I  do. 

The  Chairman.  Mr.  Flanagan  will  question. 

Mr.  Flanagan.  Mr.  Kennedy,  will  you  give  your  full  name  and 
official  position  with  this  subcommittee  for  the  record  ? 

TESTIMONY    OF    EGBERT    P.    KENNEDY,    ASSISTANT    COUNSEL, 
SENATE  PERMANENT  SUBCOMMITTEE  ON  INVESTIGAGIONS 

Mr.  Kennedy.  My  name  is  Robert  F.  Kennedy,  and  I  am  assistant 
counsel  for  this  committee. 

Mr.  Flanagan.  Mr.  Kennedy,  in  connection  with  our  inquiries  into 
the  problems  of  East- West  trade,  have  you  had  an  opportunity  to 
examine  various  statistical  information  concerning  the  extent  and 
scope  of  this  trade  that  has  been  furnished  to  us  by  the  various  execu- 
tive branches  of  the  Government  ? 

Mr.  Kennedy.  I  have,  sir. 

Mr.  Flanagan.  From  the  information  which  was  furnished  to  us, 
particularly  by  the  Defense  Department  through  MSA,  can  you  tell 
us  the  number  of  western-flag  vessels,  that  is,  vessels  of  our  allies, 
that  have  been  trading  with  Communist  China  in  1952,  that  is,  in  the 
last  year  ? 
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Mr.  Kennedy.  There  were  193  different  vessels,  western-flag  vessels, 
that  traded  with  China  last  year,  Mr.  Flanagan. 

Mr.  Flanagan.  Do  you  have  a  breakdown  of  those  by  the  flags  that 
they  fly ? 

Mr.  Kennedy.  I  do. 

Mr.  Flanagan.  Can  you  put  that  into  the  record? 

Mr.  Kennedy.  Yes,  sir. 

Ninety-nine  of  them  were  British.  There  were  2  French,  1  Costa 
Rican,  7  Italian,  13  Panamanian,  8  Japanese,  22  Greek,  12  Pakistan, 

6  Danish,  13  Norwegian,  2  Indian,  3  Finnish,  1  Honduran,  1  Philip- 
pine, 2  Sweden,  and  1  Switzerland. 

Mr.  Flanagan.  Can  we  tell  from  the  available  records  approxi- 
mately how  many  trips  those  193  vessels  made  into  Communist  China 
in  1952? 

Mr.  Kennedy.  Mr.  Flanagan,  we  know,  as  an  absolute  minimum, 
that  they  made  445  voyages.  I  say  it  is  an  absolute  minimum,  because 
24  or  25  of  these  vessels  traded  between  1  Chinese  Communist  port 
and  another  during  the  year  1952,  and  it  is  impossible  to  tell  how 
many  voyages  they  actually  made.  So  the  minimum  is  445,  and  I 
think  that  a  more  accurate  figure  would  be  approximately  600. 

Mr.  Flanagan.  600  voyages? 

Mr.  Kennedy.  Made  by  these  193  western-flag  vessels  into  China 
last  year. 

Mr.  Flanagan.  Mr.  Kennedy,  can  you  tell  us  for  the  record  now, 
the  number  of  western-flag  vessels  that  have  engaged  intrabloc  Soviet 
trade  in  Europe?  By  that  I  mean  western-flag  vessels  that  have 
traded  between  two  Communist  ports  in  Europe. 

Mr.  Kennedy.  Mr.  Flanagan,  there  were  66  different  vessels  that 
traded  between  1  Communist  port  in  Europe  and  another  Commu- 
nist port;  for  instance,  between  Gdynia  in  Poland  and  Constantsa  in 
Rumanian,  or  between  Gdynia  in  Poland  and  Odessa. 

Mr.  Flanagan.  How  many  trips  do  we  know  that  these  66  vessels 
made? 

Mr.  Kennedy.  We  know  that  they  made — again  this  is  a  mini- 
mum— 152  trips. 

Mr.  Flanagan.  They  made  at  least  152? 

Mr.  Kennedy.  That  is  right,  sir. 

Mr.  Flanagan.  Do  we  know  the  flags  that  are  flown  by  these 
western-flag  vessels? 

Mr.  Kennedy.  Yes,  we  do.     There  were  18  Norwegians,  7  Greek, 

7  Italian,  6  Finnish,  6  from  Turkey,  5  from  Denmark,  5  from  Sweden, 
5  from  Great  Britain,  3  from  Panama,  2  from  Germany,  1  from 
Israel,  and  1  from  Switzerland. 

Mr.  Flanagan.  Again,  based  on  the  limited  information  that  has 
been  made  available  to  us  up  to  this  point,  are  we  able  to  determine 
how  many  of  these  vessels  that  were  engaged,  taking  the  China  trade, 
that  are  sister  ships  belonging  to  the  same  company  that  is  carrying 
cargoes  both  in  and  out  of  the  Communist  ports  and  also  carrying 
Government-financed  cargoes  for  the  United  States,  such  as  MSA 
cargoes  or  cargoes  for  our  strategic  stockpile,  and  the  like? 

Mr.  Kennedy.  Again,  Mr.  Flanagan,  our  information  is  limited  on 
this  question,  because  we  have  not  received  complete  information 
from  the  executive  branch  of  the  Government  as  yet.  We  have 
received  some  information  on  the  names  of  the  ships  from  the  Agricul- 
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ture  Department  and  from  Mutual  Security  and  from  GSA  and  from 
the  military,  but  we  know  there  are  other  Government  agencies  that 
are  sending  cargoes  on  chartered  ships.  However,  on  that  limited 
information,  we  know  that  owners  of  82  of  the  vessels  going  into  China 
are  also  carrying  United  States  Government  financed  goods  on  these 
vessels  or  other  vessels  owned  by  them.  Eighty-two  is  a  documented 
minimum. 

Mr.  Flanagan.  In  other  words,  there  are  82  actual  ships  or  sister 
ships  belonging  to  the  same  owners  that  are  engaged  in  this  dual 
trade  whereby  they  are  carrying  cargoes  in  and  out  of  China  and 
are  also  engaged  in  carrying  American-financed  cargoes  for  the 
purpose  of  stemming  the  tide  of  communism? 

Mr.  Kennedy.  That  is  right,  sir. 

Mr.  Flanagan.  Can  you  break  those  down?  How  many  actual 
ships  were  engaged  in  the  dual  trade,  and  how  many  were  sister 
ships  ? 

Mr.  Kennedy.  There  were  15  ships  that  went  to  China  and  during 
the  same  period  of  time  carried  United  States  Government  financed 
goods,  Mr.  Flanagan.  Sixty-seven  other  vessels  that  went  to  China 
had  sister  ships  carrying  United  States  Government  financed  goods 
during  the  same  period.  What  I  mean  by  a  sister  ship  is  a  ship  belong- 
ing to  a  particular  company  going  into  China  while  another  ship 
belonging  to  the  same  company,  which  is  called  a  sister  ship,  is  carry- 
ing GSA  goods  or  MSA  goods  or  goods  for  the  Agriculture  Depart- 
ment. 

The  Chairman.  Do  you  know  how  many  owners  were  involved, 
Bob  ?    How  many  shipping  companies  ? 

Mr.  Kennedy.  You  mean  of  the  82  ships  ? 

The  Chairman.  Yes. 

Mr.  Kennedy.  There  were  about  25  different  owners,  Senator. 

The  Chairman.  In  other  words,  those  owners  were  getting  money 
from  the  United  States  Government  and  at  the  same  time  collecting 
money  from  Red  China? 

Mr.  Kennedy.  That  is  correct. 

The  Chairman.  That  seems  to  be  the  most  inexcusable  thing  I 
have  ever  heard  of ;  inconceivable. 

May  I  ask :  In  talking  to  the  various  departments,  have  they  given 
any  excuse  for  this  ? 

Mr.  Flanagan.  We  have  discussed  it  with  them,  Mr.  Chairman,  and 
the  representatives  of  these  departments  are  here  and  can  explain 
that  situation. 

The  Chairman.  It  will  be  interesting  to  hear  the  explanation. 

Mr.  Flanagan.  You  said,  I  believe,  there  were  60  additional  ships 
or  sister  ships  that  were  also  engaged  in  carrying  cargoes  for  the 
Soviet  intrabloc  trade  in  Europe? 

Mr.  Kennedy.  Sixty-six. 

Mr.  Flanagan.  Sixty-six.  Now,  how  many  of  those  ships  or  their 
sister  ships  are  also  engaged  in  carrying  United  States  Government 
financed  cargoes  to  other  parts  of  the  world? 

Mr.  Kennedy.  We  know  of  eight,  Mr.  Flanagan. 

Mr.  Flanagan.  Eight  of  those  66  ? 

Mr.  Kennedy.  That  is  right. 

Mr.  Flanagan.  Can  you  give  us  some  examples,  without  burdening 
the  record  too  much  here?  I  believe  you  have  an  example  of  a  Nor- 
wegian company. 
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Mr.  Kennedy.  I  would  like  to  give  you  some  examples  of  direct  ship- 
ments, first,  of  ships  that  carried  goods  to  China  and  also  carried 
GSA  or  MSA  cargoes.  There  is  a  British  ship,  the  Bar-field.,  belonging 
to  Windsor  Overseas  Steamship  Co.,  that  carried  GSA  goods.  It 
carried  10,000  tons  of  potash  from  Hamburg  on  March  28,  1953,  to 
Formosa. 

During  1952,  December  29,  it  departed  Chinawangtao  in  China  for 
Gnansk  which  is  in  Poland. 

Another  ship,  an  Indian  ship,  the  Jalakanya  belonging  to  the 
Scindia  Steamship  Navigation  Co.,  carried  4,500  tons  of  manganese 
from  Italy  to  Baltimore  arriving  in  Baltimore  on  October  5,  1952. 
That  same  ship  sailed  Karachi,  April  25,  1952,  for  Whampoa,  in 
China. 

Here  is  another  United  Kingdom  ship,  the  John  Star,  belonging  to 
C.  M.  Lemas,  who  is  a  Greek  owner  operating  out  of  Great  Britain, 
and  one  of  the  Greek  owners  who  is  a  member  of  the  Greek  London 
Ship  Owners  Committee,  who  did  not  sign  the  agreement  to  refrain 
from  China  trade. 

On  April  29,  1952,  this  vessel  picked  up  an  MSA  cargo  of  coal 
destined  for  Italy  from  Newport  News.  That  same  ship  sailed  Moji, 
August  1,  1952,  for  Tsingtao.  And  on  August  15th,  it  sailed  from 
Tsingtao  for  a  free  port  in  Europe.  And  we  have  another  direct 
ship — there  are  15  all  together — the  Nicholas  Pater  as,  which  picked 
Up  10,000  tons  of  potash  and  brought  it  from  Hamburg  to  Formosa 
on  February  22,  1953,  and  the  same  ship  sailed  from  Constantsa 
on  January  29,  1952,  for  Taku  Bar  in  China.  And  later  on,  on  April 
10, 1952,  it  sailed  from  Tsingtao  to  Gdynia. 

As  I  say,  we  have  15  different  examples  of  those  ships  that  were  in- 
volved in  both  trades  during  the  same  15-month  period  of  time. 

Would  you  like  me  to  give  some  examples  of  sister  ships? 

Mr.  Flanagan.  Yes,  of  companies  using  part  of  their  ships  in  the 
Communist  trade  and  part  of  their  ships  in  carrying  United  States 
financed  cargo. 

Mr.  Kennedy.  Here  is  a  British  ship,  the  Amersham  Hill,  which 
picked  up  grain  from  the  United  States,  April  9,  1952,  and  brought  it 
to  France  for  MSA,  and  one  of  its  sister  ships,  the  Laurentian  Lake 
sailed  from  Gdynia  in  Poland  for  Whampoa  in  China  on  September  9, 
1952. 

Mr.  Flanagan.  Go  back  to  that  trip  from  Poland  to  China.  Do  we 
have  any  information  as  to  what  that  ship  was  carrying,  either  in  or 
out? 

Mr.  Kennedy.  We  have  not. 

Mr.  Flanagan.  Go  ahead. 

Mr.  Kennedy.  Another  sister  ship,  the  Arundel  Hill,  a  sister  ship 
of  the  Amersham  Hill,  arrived  in  Hamburg  on  August  7,  1952  from 
Tsingtao.  And,  of  course,  Hamburg  is  a  free  port,  and  there  is  no 
inspection.    Any  cargo  may  be  loaded  or  unloaded  there. 

A  Swedish  company,  the  Svelskiost  Kampaniet,  had  a  ship  called 
The  Batcbcm,  which  picked  up  2,000  tons  of  chrome  from  the  Phil- 
ippines and  brought  it  to  Philadelphia,  arriving  February  15,  1953, 
and  a  sister  ship,  the  Mangalore,  sailed  from  Japan  October  29,  1952 
for  Taku  Bar  in  China  and  arrived  in  Tientsin  from  Taku  Bar  on 
December  8, 19H2,  and  was  back  in  Taku  Bar  at  I  he  end  of  that  month. 

There  is  a  Japanese  vessel  belonging  to  the  Nakamara  Kisin  K.  K. 
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Kobe  Co.  It  had  a  ship  called  the  Asahisan  Maru.  It  picked  up 
sulphur  in  Galveston,  Tex.,  March  1,  1952  for  MSA,  the  destination 
being  the  United  Kingdom. 

Mr.  Flanagan.  That  was  an  MSA  cargo  ? 

Mr.  Kennedy.  That  is  right.  And  it  had  a  sister  ship,  the  Umki 
Maru  No.  1,  which  sailed  from  Japan  October  9, 1952,  for  the  Russian- 
held  island  of  Sakhalin,  and  it  sailed  from  Sakhalin  late  in  October. 

Mr.  Flanagan.  I  might  say,  Mr.  Kenencly,  that  I  wish  you  would 
have  prepared  for  this  record  the  entire  list  of  these  ships,  so  that  we 
can  put  it  in  the  record  before  it  is  finally  printed. 

Mr.  Kennedy.  I  will. 

(The  list  referred  to  was  marked  as  "Supplemental  data  No.  3"  and 
will  be  found  in  the  appendix  on  p.  154.) 

We  have  an  Italian  and  a  Danish  company.  Of  course,  all  together 
there  are  67  examples  of  this  sort  of  practice. 

Mr.  Flanagan.  Can  you  give  us  any  further  examples  of  companies 
that  are  using  sister  ships  ?  I  believe  you  have  a  Norwegian  company 
where  there  were  a  substantial  number  of  ships  ? 

Mr.  Kennedy.  Yes. 

Mr.  Flanagan.  When  you  give  the  names  of  these  foreign  com- 
panies, will  you  spell  them  a  little  slower  ?  The  press  is  having  a  little 
trouble  picking  them  up. 

Mr.  Kennedy.  I  am  sorry. 

Here  is  the  William  Wielhelmsen  of  Norway.  The  last  name  is 
spelled  W-i-e-1-h-e-l-m-s-e-n.  In  1952,  it  had  seven  vessels  picking 
up  GSA  goods.  And  in  the  same  year,  1952,  it  had  8  vessels  going 
into  China. 

For  instance,  the  Taiwan  picked  up  manganese  from  Japan  and 
brought  it  to  Baltimore.  The  Trafalgar  picked  up  chrome  in  the 
Philippines.  Several  of  the  other  vessels  picked  up  manganese.  The 
Triton  picked  up  chrome. 

And  in  the  meantime,  the  Tai  Tin,  T-a-i  Y-i-n,  departed  Oslo  May 
19,  1952  for  Taku  Bar  in  China.  The  Talabot  sailed  Oslo  for  Taku 
Bar,  arriving  in  October  of  1952.  The  Tarifa  was  seen  February  of 
this  year  in  Shanghai.  The  Tarn  was,  on  December  22,  1952,  in 
Shanghai.  As  I  said,  there  are  7  vessels  picking  up  GSA  goods,  and 
8  of  them  were  trading  with  the  Soviet-bloc  area  in  China. 

Mr.  Flanagan.  All  belonging  to  this  one  Norwegian  company  ? 

Mr.  Kennedy.  That  was  one  Norwegian  company. 

We  have  a  British  company,  the  Blue  Funnel  Line.  It  had  28 
vessels  that  have  been  trading  with  China  since  the  outbreak  of  the 
Korean  war.  The  Blue  Funnel  Line  is  one  of  the  main  lines  used  by 
the  United  States  to  bring  stockpile  products  to  this  country. 

Mr.  Flanagan.  That  is,  products  from  the  Far  East? 

Mr.  Kennedy.  From  the  Far  East.  And  we  know  of  a  number  of 
their  ships  that  brought  in  products  in  1952. 

Mr.  Flanagan.  Is  it  not  a  fact  that  the  Blue  Funnel  Line  is  one  of 
the  largest  British  shipping  lines  in  the  Far  East  ? 

Mr.  Kennedy.  That  is  right,  sir. 

Mr.  Flanagan.  What  various  lines  make  up  the  Blue  Funnel  Line  ? 

Mr.  Kennedy.  It  is  made  up  of  the  Glen  Line,  the  Alfred  Holt 

Mr.  Flanagan.  Alfred  Holt,  H-o-l-t? 
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Mr.  Kennedy.  That  is  right — the  Ocean  Steamship  Co.,  and  the 
China  Mutual  Steamship  Navigation  Co. 

Mr.  Flanagan.  While  you  are  still  on  the  stand,  Mr.  Kennedy,  do 
we  have  any  information  or  have  we  been  able  to  obtain  any  informa- 
tion indicating  that  Panamanian  vessels,  Panamanian-flag  vessels, 
which,  since  August  1951  have  been  prohibited  from  trading  with  Red 
China,  have  continued  to  carry  on  that  trade  with  China  since  the 
prohibition  on  the  part  of  the  Panamanian  Government? 

Mr.  Kennedy.  We  have  some  information  on  that,  Mr.  Flanagan, 
and  it  also  fits  into  this  general  discussion.  There  are  13  Panamanian 
vessels  that  traded  with  China  in  1952,  and  the  law  in  Panama  was 
passed  in  August  1951. 

Three  of  these  vessels  were  owned  by  the  Wheelock  Mnrden  Co.  of 
Hong  Kong.  The  Wheelock  Marden  Co.,  incidentally,  also  owned  or 
managed  a  British  vessel  called  the  Euston,  which  is  reported  trading 
in  North  China  waters  and,  specifically,  in  August  was  making  the 
run  between  Shanghai  and  Foochow.  This  company  operated  these 
three  Panamanian  vessels  in  direct  violation  of  the  Panamanian  law. 
Their  names  were  the  Miramar,  Norina,  and  the  WiUa.  This  company 
owned  another  vessel,  British  flag,  called  the  Charles  Dickens  which 
MSA  chartered  to  take  a  cargo  of  sulfur  from  Galveston,  Tex.,  to  the 
United  Kingdom  in  February  1952.  In  other  words,  this  company, 
operating  three  vessels  in  the  China  trade  in  violation  of  the  Pana- 
manian law,  was  chartered  by  our  Government  to  carry  an  MSA  cargo 
which  was  destined  to  aid  an  ally  to  fight  communism. 

Mr.  Flanagan.  Have  we  been  able  to  obtain  any  explanation  as  to 
why  a  company  in  the  British  Crown  Colony  of  Hong  Kong,  Wheelock 
Marden,  during  1952  continued  to  operate  Panamanian  ships  in  the 
China  trade  in  violation  of  the  law  of  Panama? 

Mr.  Kennedy.  We  aren't  able  to  find  that  out  as  yet,  Mr.  Flanagan. 
These  vessels,  in  August  1952,  had  their  registry  canceled  by  Panama. 
There  were  13  vessels,  I  believe,  all  together.  One  of  them  we  know 
was  scrapped.  All  the  rest  turned  up  owned  by  Chinese  Communist 
companies  or  the  Peoples  Republic  of  China.  Specifically,  I  believe 
the  Miramar  ended  up,  after  its  registry  was  canceled  in  August  1952, 
in  the  possession  of  the  People's  Republic  of  China.  And  how  it  got 
there,  I  don't  know.  Whether  the  Wheelock  Marden  Co.  sold  it  to 
China  or  what  happened  to  it,  I  don't  know. 

Mr.  Flanagan.  In  other  words,  to  sum  it  up,  we  find  that  the 
Wheelock  Marden  Co.,  which  is  located  in  the  British  Crown  Colony 
of  Hong  Kong,  continued  to  operate  this  Panamanian  vessel  for  almost 
a  year  after  it  was  against  the  law  of  Panama  to  engage  in  the  China 
trade  ? 

Mr.  Kennedy.  That  is  right. 

Mr.  Flanagan.  And  then  when  her  registry  was  picked  up  by  the 
Panamanian  Republic,  she  found  her  way  into  the  hands  of  the  Red 
Chinese  Government? 

Mi-.  Kennedy.  Mr.  Flanagan,  out  of  the  13  vessels,  Panamanian 
vessels,  that  operated  in  1952  in  violation  of  Panamanian  law,  we 
know  of  the  ownership  of  11  of  them  during  that  period,  and  all  11 
were  owned  by  Hong  Kong  companies.  One  company,  the  Wallem  & 
Co. 

Mr.  Flanagan.  How  do  you  spell  that? 
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Mr.  Kennedy.  W-a-1-l-e-m— owned  four  of  these  vessels.  And 
there  is  some  reason  to  believe  that  the  Wallem  &  Co.  also  carried 
GSA  goods.  We  are  looking  into  this  further.  But  the  Wheelock 
Harden  &  Co.  we  know  definitely  carried  goods  purchased  by  the 
United  States  Government. 

Mr.  Flanagan.  And  I  gather  from  your  testimony  that  we  have 
not  as  yet  been  able  to  determine  how  these  vessels,  after  their  registry 
was  cancelled,  and  after  they  had  been  engaged  in  illegal  trade  for 
almost  a  year,  turned  up  in  the  hands  of  various  Communist  com- 
panies in  China  or  in  the  hands  of  the  Chinese  Republic  itself. 

Mr.  Kennedy.  We  haven't  been  able  to  discover  that,  or  to  discover 
why  a  vessel  belonging  to  this  company  was  allowed  to  carry  MSA 
goods. 

The  Chairman.  Bob,  I  think  you  said  there  were  four  French  ves- 
sels carrying  goods  to  Red  China. 

Mr.  Kennedy.  Senator  McCarthy,  since  the  outbreak  of  the  Korean 
war,  there  have  been  four  French  vessels  that  have  gone  into  China. 
Three  out  of  the  four  vessels  are  owned  by  the  French  Government. 
Two  of  those  vessels  went  into  China  in  1952,  and  one  went  in  intra- 
bloc  trade  from  Constantsa  into  China,  Constantsa  in  Rumania. 

The  Chairman.  Were  those  ships  purchased  from  us,  do  you  know? 

Mr.  Kennedy.  Yes.  The  three  owned  by  the  French  Government 
were  purchased  from  us.  The  French  Government  purchased  4,  I 
believe,  all  together,  and  3  of  the  4  ended  up  in  the  trade  with  China. 

The  Chairman.  Do  we  still  have  mortgages  on  those  vessels  ? 

Mr.  Kennedy.  We  do. 

The  Chairman.  And  how  about  the  other  vessels  that  have  been 
trading  with  Red  China  ?  Do  you  know  how  many  of  those  were  pur- 
chased from  us? 

Mr.  Kennedy.  We  haven't  gotten  that  information,  Senator. 

Mr.  Flanagan.  I  might  say,  Senator,  that  we  are  in  the  process  of 
obtaining  that  information,  and  it  will  probably  turn  out  that  a  sub- 
stantial number  of  them  were  purchased  from  our  surplus  stockpile 
after  the  war. 

The  Chairman.  Senator  Symington,  have  you  any  questions  ? 

Senator  Symington.  Not  at  this  time,  Mr.  Chairman. 

The  Chairman.  Might  I  say,  Mr.  Kennedy,  that  I  think  you  and 
Mr.  Flanagan  have  done  an  outstanding  job  on  the  checking  of  this 
shipping  matter,  and  I  want  to  compliment  you  for  it. 

Mr.  Flanagan.  Will  the  witnesses  from  the  Agriculture  Depart- 
ment and  the  GSA  come  up  here  together  ? 

We  will  ask  you  a  few  questions  about  this. 

The  Chairman.  Before  the  next  witnesses  testify,  I  would  like  to 
put  a  statement  in  the  record. 

In  connection  with  our  investigation  into  the  various  problems  of 
East-West  trade,  our  staff  has  attempted  to  determine  whether  the 
foreign  owners  of  western  flag  vessels  who  are  profitably  engaged  in 
carrying  MSA  and  other  cargoes  financed  by  our  Government  are  also 
engaged  in  trade  with  Red  China  and  intrabloc  trade  in  Europe  or 
elsewhere.  Based  on  information  which  our  staff  has  been  able  to 
obtain  from  various  executive  agencies,  it  has  been  determined  that 
foreign  shipping  companies  and  foreign  chartering  firms  are  engaged 
in  this  dual  trade,  taking  money  from  their  left  hand  from  Red  China, 
and  from  their  right  hand  in  the  United  States. 
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The  purpose  of  this  hearing  is  to  determine,  if  possible,  the  extent 
of  this  dual  trade  and  to  ascertain  from  representatives  of  various 
Government  agencies  whether  steps  can  be  taken,  and  what  steps  have 
been  taken,  if  any,  to  require  these  foreign  shippers  to  choose  between 
either  this  Communist  trade,  or  trade  in  United  States-financed 
goods. 

New  ship  charter  provisions  were  adopted  by  the  MSA  several 
weeks  ago  prohibiting  western  flag  vessels  which  carry  United  States- 
financed  goods  to  Formosa  from  touching  Communist  ports  for  a 
period  of  60  days  after  the  ships  have  discharged  their  cargoes  in  For- 
mosa ;  which  I  think  was  an  excellent  step  forward  by  MSA,  as  far 
as  it  went.  While  these  new  provisions  place  some  restrictions  on  this 
dual  trade,  they  affect  only  the  limited  number  of  vessels  which  are 
engaged  in  the  Formosa  trade.  Therefore,  and  in  view  of  the  volume 
of  trade  which  is  still  being  carried  on  by  our  Western  Allies  with 
China  and  between  Soviet  bloc  ports  elsewhere,  it  is  believed  that  an 
examination  into  the  ways  and  means  by  which  further  limitations 
could  be  placed  upon  this  dual  trade  might  well  be  beneficial. 

I  am  going  to  ask  you  gentlemen  to  stand  up  and  be  sworn. 

Mr.  Flanagan.  Mr.  Walsh,  will  you  stand  up  and  be  sworn  with 
them,  please  ? 

The  Chairman.  In  this  matter  now  in  hearing,  do  you  solemnly 
swear  to  tell  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so 
help  you  God  ? 

Mr.  Spence.  I  do. 

Mr.  Mason.  I  do. 

Mr.  Walsh.  I  do. 

The  Chairman.  Will  you  have  the  witnesses  identify  themselves, 
Mr.  Flanagan? 

Mr.  Flanagan.  Will  you  give  your  name  and  official  position  for 
the  record  ? 

TESTIMONY  OF  CLIFFORD  H.  SPENCE,  CHIEF,  PROGRAM  OP- 
ERATIONS DIVISION,  TRANSPORTATION  AND  WAREHOUSING 
BRANCH,  DEPARTMENT  OF  AGRICULTURE;  ARTHUR  S.  MASON, 
CHIEF,  OCEAN  SHIPPING  SECTION,  DEPARTMENT  OF  AGRICUL- 
TURE; AND  A.  J.  WALSH,  COMMISSIONER  OF  EMERGENCY  PRO- 
CUREMENT SERVICE,  GENERAL  SERVICES  ADMINISTRATION 

Mr.  Spence.  Clifford  H.  Spence,  Chief,  Program  Operations  Divi- 
sion, Transportation  and  Warehousing  Branch,  Department  of  Agri- 
culture. 

Mr.  Flanagan.  Mr.  Mason? 

Mr.  Mason.  Arthur  S.  Mason,  Chief,  Ocean  Shipping  Section,  of 
the  Department  of  Agriculture. 

Mr.  Flanagan.  And  Mr.  Walsh? 

Mr.  Walsh.  A.  J.  Walsh,  Commissioner  of  Emergency  Procure- 
ment Service,  GSA. 

Mr.  Flanagan.  Now,  Mr.  Walsh,  as  Commissioner  of  the  Emer- 
gency Procurement  Service,  you  have  direct  charge,  do  you  not,  of 
chartering  certain  vessels  that  are  carrying  United  States  cargoes? 

Mr.  Walsh.  Yes,  sir. 
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Mr.  Flanagan.  Will  you  tell  us  very  briefly  what  types  of  cargoes 
your  agency  charters  ? 

Mr.  Walsh.  For  MSA,  mostly  bulk  cargoes  of  fertilizer. 

Mr.  Flanagan.  In  other  words,  your  agency  handles  two  types  of 
cargoes,  certain  bulk  cargoes  for  the  mutual  security  program,  and 
other  cargoes  which  you  are  bringing  into  the  United  States  for  our 
strategic  stockpile? 

Mr.  Walsh.  That  is  correct,  sir. 

Mr.  Flanagan.  Now,  Mr.  Spence  or  Mr.  Mason,  whichever  feels 
he  should  answer  this  question :  Can  you  tell  us  generally  what  types 
of  cargoes  you  gentlemen  charter  in  the  Department  of  Agriculture  ? 

Mr.  Spence.  We  charter  cargoes  of  bulk  grains,  and  then  we  have 
berth  shipments  of  other  commodities,  agricultural  commodities. 

Mr.  Flanagan.  By  "berth  shipments,"  you  mean  cargo  shipments 
on  regular  berth  lines  ? 

Mr.  Spence.  Yes,  sir. 

Mr.  Flanagan.  For  whom  are  you  carrying  these? 

Mr.  Spence.  MSA,  the  Defense  Department,  and  the  Department 
of  State. 

Mr.  Flanagan.  Can  you  put  into  the  record,  if  it  is  not  classified, 
and  we  will  not  need  to  go  into  the  details  here,  the  extent  of  this  trade 
in  the  last  year,  of  the  cargoes  you  are  carrying  ?  Can  you  put  that  in 
the  record? 

Mr.  Spence.  I  haven't  it  for  the  last  year.  I  haven't  it  broken  down 
for  the  last  year.  I  have  it  for  the  period  beginning  January  1,  1951, 
through  March  31,  1953. 

Mr.  Flanagan.  All  right.    Put  that  in  the  record. 

Mr.  Spence.  Do  you  want  that  broken  down? 

Mr.  Flanagan.  No,  just  the  total. 

Mr.  Spence.  The  total  tonnage  ? 

Mr.  Flanagan.  Yes,  sir.    Don't  you  have  a  total  tonnage  here? 

Mr.  Spence.  I  have  it  broken  between  charter  and  berths.  I  can 
give  it  to  you  in  two  separate  figures. 

Mr.  Flanagan.  All  right. 

Mr.  Spence.  Charters,  910,791  long  tons.    Berth,  939,814  long  tons. 

Mr.  Flanagan.  Now,  on  what  you  call  the  berth  cargoes,  those  are 
partial  cargoes  carried  by  regular  lines? 

Mr.  Spence.  Yes,  sir. 

Mr.  Flanagan.  A  little  over  half  that  tonnage  is  tonnage  carried 
in  other  than  American-flag  vessels,  is  it  not? 

Mr.  Mason.  Yes,  sir. 

Mr.  Flanagan.  A  little  less  than  half  ? 

Mr.  Spence.  No,  a  little  more  than  half  in  American  vessels.  A 
little  less  in  others. 

Mr.  Mason.  Sixty  and  two-tenths  in  American  bottoms. 

The  Chaikman.  Sixty  and  two-tenths  in  American  bottoms? 

Mr.  Mason.  That  is  right. 

Mr.  FlanxVgan.  Now,  what  percentage  of  your  910,000  charter  tons 
is  carried  in  American  bottoms? 

Mr.  Spence.  Seventy-seven  percent. 

Mr.  Mason.  Seventy-seven  and  six-tenths. 

Mr.  Flanagan.  Mr.  Mason,  I  will  direct  this  question  to  you.  Have 
you  ever  been  contacted  by  any  Government  agency  for  the  purpose  of 
trying  to  determine  whether  these  foreign-flag  vessels  that  you  are 
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chartering  are  also  engaged  in  carrying  goods  to  the  Communists, 
either  in  China  or  in  intrabloc  trade  in  Europe? 
Mr.  Mason.  Yes,  sir. 
Mr.  Flanagan.  When? 

Mr.  Mason.  Our  first  contact  was  probably  with  Navy  Intelligence, 
back  in  November  1952. 

Mr.  Flanagan.  Have  any  steps  been  taken  to  try  to  refuse  to  send 
your  goods  on  ships  or  sister  ships  of  companies  that  happen  to  be 
carrying  Communist  cargoes  elsewhere  in  the  world  ? 
Mr.  Mason.  Yes,  sir. 

Mr.  Flanagan.  What  steps  have  been  taken,  if  you  can  tell  us? 
Mr,  Mason.  There  was  a  meeting  with  MSA,  which  was  started  by 
MSA.  We  were  called  in.  In  it,  they  worked  out  this  step  as  to  where 
they  were  to  hold  back  25  percent  of  the  charter  money  on  goods  going 
to  Formosa  for  60  days  as  damages  in  case  of  a  violation  of  the  provi- 
sion in  the  charter  which  prohibited  them  from  going  to  a  Communist 
port  in  China. 

Mr.  Flanagan.  In  other  words,  as  a  result  of  your  conferences, 
and  conferences  of  other  agencies  with  MSA,  you  have  put  in  charter 
provisions  now  affecting  only  cargoes  going  to  Formosa? 
Mr.  Mason.  Yes,  sir. 

Mr.  Flanagan.  How  many  cargoes  have  you  sent  to  Formosa  in  the 
last  year  and  a  half  ?    Do  you  know  ? 
Mr.  Mason.  Just  a  minute.    I  think  I  can  come  pretty  close  to  it. 
Mr.  Flanagan.  All  right. 
Mr.  Mason.  Probably  about  20. 

The  Chairman.  May  I  ask  you  a  question,  Mr.  Mason  ?  And  this 
is  also  directed  at  Mr.  Walsh  and  Mr.  Spence. 

Can  you  see  any  reason  why  we  should  pay  a  shipping  firm  for 
handling  our  goods,  when  they  are  also  taking  money  from  Red  China 
for  carrying  cargoes  to  Red  China,  or  when  they  are  also  taking  money 
for  carrying  cargoes  between  Soviet-bloc  ports,  especially  when  we 
have  so  many  American-flag  vessels  available  for  charter  ? 

Why  must  we  keep  those  corporations  going  that  are  sending  mate- 
rial over  to  Red  China  which  results  in  the  deaths  of  American  boys? 
Is  there  any  reason  for  it  at  all? 
Mr.  Spence.  I  do  not  think  so. 
Mr.  Walsh.  I  don't  either. 
Mr.  Mason.  I  agree. 

The  Chairman.  Thank  you.  I  just  hope  we  can  do  something  soon. 
I  know  that  maybe  we  have  a  different  line  of  thought  on  this  since 
the  20th  of  January,  but  quite  a  bit  of  time  has  elapsed  now.  I  just 
wonder  why  we  cannot,  as  of  tomorrow,  instantly,  just  quit  support- 
ing firms  that  are  aiding  our  enemy. 
I'ardon  me,  Stu.    Go  ahead. 

Senator  Symington.  Who  routed  these  ships  ?  In  other  words,  who 
gave  this  business,  in  our  Government,  to  these  companies  that  were 
doing  business  with  Communist  China?  Who  is  responsible,  in  this 
Government? 

Mr.  Spence.  Well,  in  our  organization,  we  chartered  the  ships  in 
behalf  of  MSA. 

Senator  Symington.  Well,  if  you  chartered  them,  and  you  do  not 
feel  that  you  should  charter  vessels  that  do  business  with  Chinese 
Communists,  why  did  you  charter  them,  if  you  thought  it  was  wrong? 
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Mr.  Spence.  Sir,  we  work  under  a  policy  established  by  MSA, 
merely  as  their  agents,  and  there  had  been  no  prohibition  of  any  kind, 
in  the  use  of  foreign-flag  ships.  We  had  no  method  by  which  we 
could  police  this,  to  tell  where  they  were  going. 

Senator  Symington.  In  other  words,  you  did  not  know  that  these 
vessels  that  MSA  were  telling  you  to  use  were  going  to  China.  Is 
that  right? 

Mr.  Spence.  MSA  was  not  telling  us  to  use  these  particular  ships. 
We  were  chartering  ships  for  their  account.  And  at  the  time,  there 
was  no  knowledge  that  they  were  going  into  Chinese  waters.  At  the 
same  time,  there  was  no  policy  which  prohibited  us  from  using  any 
ship,  any  type  of  ship,  that  might  later  get  into  Chinese  waters. 

Senator  Symington.  One  more  question  on  that.  When  did  you 
find  out  that  they  were  being  used  to  go  into  Chinese  Communist 
ports  ? 

Mr.  Spence.  I  think,  as  Mr.  Mason  said,  in  November,  when  he 
got  the  inquiry  from  MSA  or  Naval  Intelligence. 

Mr.  Mason.  Senator,  let  me  answer  that.  I  think  I  was  responsible 
for  the  chartering  of  the  Nordic  Star.  The  Nordic  Star  was  a  British- 
flag  ship  with  Greek  owners.  It  was  a  company  that  we  had  done 
business  with  before.  After  the  ship  was  loaded  and  on  the  way  to 
Formosa  was  the  first  information  that  we  had  that  there  had  been 
another  charter  made  by  the  same  company  with  interests  in  Commu- 
nist China.  Also,  Senator,  for  your  information,  the  Nordic  Star, 
as  far  as  I  know,  is  the  only  ship  that  we  have  ever  chartered  that 
has  ever  gone  to  a  Communist  port  after  discharging  the  United 
States  Department  of  Agriculture  cargo.  There  may  be  others,  but 
we  have  no  record  of  them. 

Senator  Symington.  In  other  words,  even  though  this  was  a  policy, 
the  interest  of  the  Department  of  Agriculture  is  only  in  one  ship. 
Is  that  right  ? 

Mr.  Mason.  That  is  right,  sir. 

Senator  Symington.  Does  that  go  to  the  General  Services  Admin- 
istration, Mr.  Walsh  ? 

Mr.  Walsh.  It  does  on  those  cargoes  where  we  charter  ships  on  the 
out  movement.  On  the  incoming  cargoes  for  stockpile,  usually  we 
have  no  control  over  the  chartering  of  the  vessel  at  all.  They  are 
purchased  on  the  basis  of  the  material  being  laid  down  at  ports  in 
this  country. 

Senator  Symington.  What  agency  do  you  think  is  responsible  for 
this  policy? 

Mr.  Walsh.  I  should  think  MSA,  sir. 

The  Chairman.  May  I  ask  you  this  question  ?  And  I  do  not  blame 
you,  gentlemen,  for  operating  under  the  policy  that  was  laid  down.  I 
understand  it  was  laid  down  by  Mr.  Harriman,  and  that  is  being 
changed  now. 

Let  me  ask  you  this  question.  Mr.  Kennedy  has  testified  that  some 
82  ships  involving  some  25  different  shipowners  are  taking  money 
from  the  United  States  and  taking  money  from  Red  China.  If  we 
would  now,  today,  adopt  a  new  policy  and  say  that  no  ship  that  is 
carrying  goods  to  the  enemy,  or  I  should  say  no  shipowner  who  is 
carrying  goods  to  the  enemy,  will  get  any  money  from  the  United 
States,  not  one  cent,  no  cargoes,  would  that  not  do  a  great  deal  to 
break  the  back  of  the  trading  with  Communist  China  ? 
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Mr.  Walsh.  I  should  think  so,  but  my  opinion  would  be  that  you 
would  have  to  establish  a  cutoff  date,  because  there  may  be  material 
on  the  high  seas  right  now.  But  if  you  established  the  cutoff  date, 
1  would  think  so. 

The  Chairman.  Just  one  other  question.  When  we  get  into  this, 
we  always  hear  the  statement  made  that,  well,  there  is  no  strategic 
material  that  is  being  shipped  to  Red  China.  Mr.  Nash,  the  Assistant 
Secretary  of  Defense,  testified.  He  testified,  No.  1,  that  any  material 
that  goes  to  the  enemy  is  aiding  the  war  potential  of  the  enemy.  No. 
2,  he  testified  that  some  of  that  nonstrategic  material  has  exploded  on 
the  high  seas;  indicating  that  perhaps  we  do  not  have  very  much  in- 
formation as  to  what  is  in  those  shipments. 

Would  you  agree,  No.  1,  with  Mr.  Nash,  when  he  says  that  any  mate- 
rial being  shipped  to  Red  China  aids  it  in  its  war  efforts? 

Mr.  Mason.  Yes,  sir. 

Mr.  Walsh.  Any  material  which  supports  the  economy  of  that 
country  is  bound  to. 

The  Chairman.  And  then,  No.  2,  is  this  correct :  That  in  many  in- 
stances we  must  rely  only  upon  the  information  given  by  the  ship 
captain  as  to  what  material  is  being  shipped  ?  In  other  words,  if  a 
ship  stops  at  Gdynia,  and  picks  up  a  cargo  and  travels  to  some  Com- 
munist port,  unless  we  happen  to  have  intelligence  officers  on  the  dock 
watching  the  loading  of  the  ships,  we  have  no  knowledge  of  what  is 
in  that  ship  except  what  is  on  the  charter.     Is  that  right? 

Mr.  Walsh.  That  is  correct. 

Mr.  Mason.  Sometimes  you  get  a  little  hearsay  from  the  grapevine, 
like  in  the  case  of  the  Nordic  Star.  We  heard  from  other  shipping 
companies  that  part  of  that  cargo  that  they  carried  was  tungsten. 

The  Chairman.  Part  of  the  cargo  was  tungsten  ? 

Mr.  Mason.  That  is  what  we  heard  from  the  grapevine. 

The  Chairman.  Which  would  be  a  very  important  material  insofar 
as  the  Communist  war  effort  is  concerned. 

Mr.  Mason.  Yes,  sir. 

The  Chairman.  Mr.  Kennedy  showed  us  one  charter  which  pro- 
vided that  a  certain  ship — what  was  the  name  of  that  ship,  Bob  ? 

Mr.  Kennedy.  I  believe  it  was  the  Nidon. 

The  Chairman.  Was  chartered  to  carry  10,000  tons  of  fertilizer. 
The  charter  provided  that  it  must  not  stop  at  any  American  port,  any 
Philippine  port,  any  Japanese  port,  and  that  under  no  circumstances 
should  it  pass  through  the  Panama  Canal.  If  that  ship  actually  were 
carrying  fertilizer,  there  would  be  no  reason  why  they  would  fear 
having  such  a  ship  pass  through  the  Panama  Canal,  would  there? 
So  it  would  appear  that  the  only  reason  was  that  they  feared  inspection 
and  feared  that  the  ship  was  not  actually  carrying  fertilizer.  I  may 
say,  incidentally,  that  was  a  British-flag  vessel. 

Mr.  Flanagan.  Mr.  Mason,  you  are  in  charge  of  arranging  these 
charters  for  the  Agriculture  Department? 

Mr.  Mason.  Yes.  sir. 

Mr.  Flanagan.  Has  any  other  Government  agency  ever  approached 
you  and  asked  your  opinion  as  to  whether  or  not  you  should  stop  this 
dual  trade?     I  am  talking  about  the  whole  dual  trade  now. 

Mr.  Mason.  Informally,  yes;  with  MSA. 

Mr.  Mason.  Back  in  February. 

Mr.  Flanagan.  Who  in  MSA  contacted  you  informally? 
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Mr.  Mason.  Oh,  there  was  a  meeting,  there,  with  Mr.  Nottingham, 
Bob  Duane,  one  of  their  counsel 

Mr.  Flanagan.  Was  that  the  only  contact  you  had? 

Mr.  Mason.  Yes,  sir. 

Mr.  Flanagan.  Has  there  been  any  contact  since  then? 

Mr.  Mason.  No,  sir. 

Mr.  Flanagan.  If  MSA  would  come  to  you  and  ask  your  opinion, 
would  you  be  willing  to  give  it  as  you  have  now  ? 

Mr.  Mason.  Yes,  sir. 

Mr.  Flanagan.  Do  you  think  that  if  the  United  States  Government 
made  it  a  policy  that  these  companies  would  have  to  make  a  decision 
as  to  whether  to  handle  our  cargoes  or  handle  Communist  cargoes, 
such  a  decision  would  make  your  job  any  more  difficult? 

Mr.  Mason.  That  is  relative.  There  might  be  a  difficulty,  but  the 
difficulty  would  not  be  so  serious  that  it  could  not  be  rather  easily 
overcome. 

Mr.  Flanagan.  In  other  words,  you  feel  that  if  the  United  States 
Government,  as  a  matter  of  policy,  should  say  to  these  foreign  com- 
panies, "You  have  to  choose  between  carrying  our  goods  and  carrying 
the  enemy's,"  it  would  not  seriously  hamper  your  ability  to  obtain 
bottoms  to  move  your  cargoes? 

Mr.  Mason.  That  is  right. 

Mr.  Flanagan.  Mr.  Walsh,  has  any  Government  agency  contacted 
you  or  your  Department  in  regard  to  this  dual-trade  program,  the 
overall  problem? 

Mr.  Walsh.  MSA  have. 

Mr.  Flanagan.  When  did  they  contact  you  ? 

Mr.  Walsh.  In  February. 

Mr.  Flanagan.  This  was  the  same  meeting  which  Mr.  Mason 
attended  ? 

Mr.  Walsh.  Yes,  sir.    And  they  also  gave  us  a  letter  in  February. 

Mr.  Flanagan.  Has  anything  been  done  since  that  time? 

Mr.  Walsh.  There  have  been  discussions  by  phone  on  day-to-day 
operating  problems,  because  it  is  necessary  that  we  clear  with  them 
on  any  vessel  we  intend  to  charter,  to  make  certain  it  is  within  that 
50-50  ratio. 

Mr.  Flanagan.  But  I  am  talking  about  the  dual-trade  situation. 

Mr.  Walsh.  No,  sir. 

Mr.  Flanagan.  Can  you  tell  us  why  they  have  not  been  to  you  ? 

Mr.  Walsh.  I  really  don't  know,  sir. 

Mr.  Flanagan.  Do  you  think  this  is  an  important  enough  problem 
that  there  should  have  been  immediate  action  on  it? 

Mr.  Walsh.  Well,  immediate  action  was  taken  as  a  result  of  their 
letter  of  the  24th. 

Mr.  Flanagan.  That  was  only  involving  the  Formosa  trade? 

Mr.  Walsh.  On  Formosa  only ;  yes,  sir. 

Mr.  Flanagan.  We  are  talking  about  this  other  trade,  this  world- 
wide trade. 

Mr.  Walsh.  Well,  it  is  a  very  important  problem. 

Mr.  Flanagan.  Do  you  think  that  if  a  complete  prohibition  were 
put  on  in  connection  with  this  dual  trade,  it  would  hinder  your  ability 
to  obtain  bottoms  to  carry  the  cargo  that  you  have  to  carry  ? 
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Mr.  Walsh.  It  would  require  that  the  owners  of  these  ships  reach 
an  immediate  decision  as  to  whether  they  were  going  to  carry  cargo 
of  the  United  States  or  elsewhere. 

Mr.  Flanagan.  In  other  words,  it  would  then  put  the  responsibility 
on  these  foreign  owners  to  make  a  decision  whether  they  would  carry 
MSA  and  GSA  cargoes  or  Communist  cargoes,  would  it  not? 

Mr.  Walsh.  That  is  correct. 

Mr.  Flanagan.  Then  the  burden  would  rather  be  on  the  shippers 
than  on  you,  wouldn't  it? 

Mr.  Walsh.  That  is  correct. 

The  Chairman.  In  other  words,  you  do  not  feel  you  would  have 
difficulty  in  getting  ships  to  carry  your  cargoes,  even  if  you  did  invoke 
this  restriction? 

Mr.  Walsh.  I  don't  think  so. 

Senator  Symington.  In  other  words,  do  you  feel  it  was  the  policy 
of  the  Government  to  use  the  ships  for  bringing  in  trade  into  Com- 
munist China  when  they  went  over  to  get  things  that  you  wanted  in 
the  General  Services  Administration? 

Mr.  Walsh.  I  feel,  sir,  if  an  order  were  issued,  or  if  a  policy  were 
laid  down,  that  no  dual  trade  should  be  carried  on  between  the  United 
States  and  the  Communist  countries  by  those  lines  who  now  carry  on 
dual  operations;  first,  it  would  require  them  to  make  an  immediate 
decision  as  to  whether  or  not  they  were  going  to  forego  that  trade  and 
deal  with  United  States  trade. 

Senator  Symington.  Yes;  I  understand  that.  But  you  say  that 
you  did  not  know  anything  about  these  vessels  doing  business  with 
the  Chinese  Communists.    Is  that  correct? 

Mr.  Walsh.  That  is  correct,  sir. 

Senator  Symington.  That  surprised  me  a  bit,  because  you  had 
agents  around  the  world,  did  you  not,  at  various  times? 

Mr.  Walsh.  No,  sir.  We  had  them  in  London  and  Johannesburg 
and  Tokyo. 

Senator  Symington.  I  see.  But  then  if  you  did  not  know  about  it, 
and  you  think  it  is  wrong,  there  must  have  been  some  policy  above  you 
which  was  formed  in  order  to  carry  on  trade  with  Communist  China, 
and  you  were  part  of  that  without  knowing  about  it? 

Mr.  Walsh.  Yes,  sir.  We  were  part  of  it.  The  only  law  that  I 
really  know  of  that  governs  or  has  any  bearing  on  shipping  is  the 
ECA  Act,  which  requires  50  percent  on  American  vessels,  50  percent 
on  foreign.    Other  than  that,  it  is  open  trade. 

Senator  Symington.  Well,  do  you  think  the  people  in  Mutual 
Security  knew  that  the  boats  were  going  into  Communist  China  and 
picking  up  cargoes  there,  and  delivering  cargoes  there? 

Mr.  Walsh.  That  I  really  do  not  know,  sir. 

Senator  Symington.  Mr.  Walsh,  you  and  I  have  worked  together, 
and  you  are  an  intelligent  fellow.  Did  it  not  ever  come  up  when 
you  discussed  it? 

Mr.  Walsh.  No,  sir,  it  never  came  up.  I  have  heard  it  discussed 
in  East-West  trade  operations,  but  never  insofar  as  the  actual  ship- 
ments involved  were  concerned. 

Senator  Symington.  So  the  General  Services  Administration  did 
not  have  any  idea  about  what  was  going  out  on  the  boats  that  were 
bringing  back  what  they  wanted  for  the  stockpile.     Is  that  right? 

Mr.  Walsh.  That  is  correct,  sir. 
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The  Chairman.  It  seems  inconceivable  that  since  the  war  has  been 
going  on — how  many  years  is  it  now ;  about  3  years ;  is  it  not  ?— our 
Government  has  been  paying  shipowners,  keeping  them  in  business, 
while  the  same  shipowners  are  helping  the  enemy.  It  is  beyond  my 
understanding. 

I  may  say  1  do  not  blame  you  gentlemen.  I  want  to  thank  you  very 
much  for  the  excellent  cooperation  that  you  have  given  to  Mr.  Kennedy 
and  Mr.  Flanagan.  But  someone,  someplace,  is  guilty  of  certainly, 
to  put  it  mildly,  very,  very  unusual  activities. 

Mr.  Flanagan.  Mr.  Walsh,  before  you  leave  the  stand,  is  it  not 
true  that  the  British  Blue  Funnel  Line  is  carrying  cargoes  of  tin  and 
rubber  out  of  the  Far  East  for  you  ? 

Mr.  Walsh.  Kubber  carried  from  the  Far  East  is  carried  by  all 
those  vessels  in  the  Far  Eastern  Conference,  and  the  Blue  Funnel 
Line  is  one  of  those. 

Mr.  Flanagan.  It  is  one  of  the  largest ;  is  it  not? 

Mr.  Walsh.  Yes,  sir.    So  therefore  they  would  be  carrying  rubber. 

Mr.  Flanagan.  And  also  carrying  tin  \ 

Mr.  Walsh.  We  do  not  import  tin.    That  is  imported  by  EFC. 

Mr.  Flanagan.  The  same  conference  carries  tin;  does  it  not? 

Mr.  Walsh.  The  same  conference  lines  carry  tin. 

Mr.  Flanagan.  That  would  include  Blue  Funnel  ? 

Mr.  Walsh.  That  is  only  that  which  would  originate  as  metal  in 
Singapore. 

Mr.  Flanagan.  You  heard  Mr.  Kennedy's  testimony  this  morning 
that  since  the  Korean  war  28  Blue  Funnel  vessels  have  been  engaged 
in  the  China  trade? 

Mr.  Walsh.  Yes,  sir ;  I  heard  that. 

Mr.  Flanagan.  Was  that  the  first  time  you  heard  that  the  Blue 
Funnel  was  engaged  in  the  China  trade  ? 

Mr.  Walsh.  Yes,  sir ;  it  is. 

Mr.  Flanagan.  I  have  no  further  questions  of  these  witnesses. 

The  Chairman.  May  I  ask  you  one  question  ? 

You  gentlemen  over  there  have  a  huge  staff,  and  I  just  wonder  why 
we  have  to  wait  until  2  of  my  investigators  uncover  this  material. 
We  cannot  run  this  Government  by  congressional  committees.  It  just 
seems  that  it  is  hard  to  understand  why  we  must  wait  to  uncover  this 
by  the  very,  very  few  investigators  we  have.  We  have  an  instance 
here,  and  we  have  it  in  other  stages  of  our  investigation.  For  exam- 
ple, the  other  day  2  of  our  young  men  went  to  Germany,  to  Munich. 
They  uncovered  the  fact  that  there  was  a  man  ostensibly  a  Communist 
lecturing  on  our  payroll.  We  found  that  the  Information  Service  had 
some  3,000  or  2,800  people  over  there,  but  they  do  not  discover  this 
until  1  or  2  congressional  investigators  do  it.  I  just  wonder  why  this 
could  not  have  been  discovered  before. 

In  fairness  to  you,  I  should,  I  think,  have  the  record  show  that  per- 
haps you  were  not  bound  to  do  it,  because  apparently  the  policy  was 
not  to  object  to  paying  the  companies  that  were  aiding  the  enemy. 

Would  you  care  to  comment  on  that  ? 

Mr.  Spence.  Senator,  I  might  comment  with  respect  to  Agricul- 
ture. We  have  a  staff  of  5  people,  The  Agriculture  Department 
staff  engaged  in  booking  vessels  is  composed  of  5  people.  It  is  an 
activity  which  is  carried  on  as  agents  for  MSA,  merely  for  the  purpose 
of  booking  the  vessels  and  getting  the  cargo  out.    We  do  not  have  a 


80         CONTROL  OF  TRADE  WITH  THE  SOVIET  BLOC 

staff,  and  never  have  had  one,  of  that  nature  that  could  be  used  for 
investigating  activities  as  to  vessels  beyond  the  extent  to  which  we  use 
them.    That  is  about  the  only  explanation  I  can  give,  sir. 

Senator  Jackson.  Might  I  ask  one  question? 

The  Chairman.  Senator  Jackson. 

Senator  Jackson.  Has  there  been  any  discussion,  in  working  out 
the  charter  rates,  as  to  the  comparison  of  charges,  if  it  is  a  one-way 
trip,  so  to  speak,  or  if  it  involved  stopping  at  other  ports,  so  that  they 
would  come  back  with  a  full  cargo?  Has  that  been  discussed  when 
these  charter  rates  were  made  ? 

Mr.  Mason.  Yes,  sir. 

Senator  Jackson.  Well,  what  is  the  difference  in  the  charter  rates, 
or  the  rates  charged,  if  they  were  to  make  a  one-way  trip ;  that  is,  a 
loaded  cargo  out  to  Formosa,  and  coming  back  empty  ? 

Mr.  Mason.  That  is  very  hard  to  definitely  determine.  We  have 
largely  for  the  Army  attempted,  for  cargoes  going  to  Okinawa,  on  a 
charter,  to  arrange  to  put  the  man  in  position  to  bring  back  a  cargo  of 
general  nature  from  Japan  or  some  place  like  that. 

Senator  Jackson.  In  working  out  these  charter  rates,  did  the  ship- 
ping people  talk  to  you  about  the  fact  that  they  might  be  carrying 
goods  to  Hong  Kong  and  taking  material  back?  That  is  what  I  am 
leading  up  to. 

Mr.  Mason.  Well,  if  it  is  a  charter,  we  take  the  entire  ship.  It  is 
entirely  loaded  with  our  merchandise. 

Senator  Jackson.  Is  that  a  bareboat  charter? 

Mr.  Mason.  Yes;  it  is  a  bareboat  charter.     And  there  are  a  few 
occasions  where  we  have  put  a  little  additional  stuff  on,  mostly  for 
.relief  purposes  and  things  of  that  kind. 

Senator  Jackson.  But  did  they  not  discuss  with  you  the  alternative 
possibilities,  that  if  full  utilization  of  the  vessel  could  be  had,  the 
rates  would  be  less,  and  if  you  lay  down  certain  conditions  the  rates 
would  be  higher? 

Mr.  Mason.  We  have  no  cargo  coming  back  to  the  United  States, 
Agriculture  doesn't,  We  do  see  a  reflection  in  our  charter  rates,  when- 
ever some  owner  has  a  possibility  of  bringing  back  something  from 
the  Philippines  or  Japan,  and  it  is  reflected  almost  immediately  in 
the  offers  that  they  make  to  us  and  when  we  begin  to  trace  it  down 
as  to  why  he  is  cheaper  than  somebody  else. 

Senator  Symington.  Let  me  ask  you  a  question.  You  are  inter- 
ested in  the  company  handling  the  Government  cargo  on  the  basis 
of  a  fair  profit  only;  are  you  not? 

Mr.  Mason.  That  is  right,  sir.    Yes,  sir. 

Senator  Symington.  If  the  boat  goes  from  here  to  there,  or  comes 
from  there  to  here,  and  then  goes  back  with  a  cargo,  they  are  going 
to  make  more  money  with  a  two-way  cargo  than  with  a  one-way  cargo? 

Mr.  Mason.  Of  course,  sir.    Yes,  sir. 

Senator  Symington.  Therefore,  when  you  were  interested  in  mak- 
ing the  arrangement  whereby  you  were  getting  cargoes  in  here,  you 
would  naturally  be  interested  in  what  was  going  out  from  here,  as  a 
straight  matter  of  business,  whether  they  had  a  two-way  cargo;  is 
that  not  right? 

Mr.  Mason.  That  is  correct. 
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Senator  Symington.  If  that  is  true,  how  is  it  possible  for  you  not 
to  know  anything  about  what  they  were  taking  from  here  into  Com- 
munist China? 

Mr.  Mason.  Our  boats  only  in  one  case  ever  took  anything  into 
Communist  China. 

Senator  Symington.  I  beg  your  pardon? 

Mr.  Mason.  Only  one  boat  ever  took  anything  into  Communist 
China. 

Senator  Symington.  But  did  you  not  discuss  what  they  were  tak- 
ing from  this  country  as  a  part  of  the  discussion  of  whether  it  was  a 
two-way  haul  or  one-way  haul  ? 

Mr.  Mason.  What  was  taken  from  this  country  to  Formosa  wasour 
cargo.  Of  course  we  knew  that.  After  that,  we  didn't  have  any  idea 
as  to  what  they  were  going  to  bring  back. 

Senator  Symington.  Let  us  forget  it  from  your  standpoint,  if  there 
was  only  one  boat  involved. 

How  about  it,  Mr.  Walsh,  from  the  standpoint  of  the  General  Serv- 
ices Administration? 

Mr.  Walsh.  Sir,  most  of  these  boats  carried  European  cargoes, 
according  to  the  testimony,  or  cargoes  that  did  not  originate  within 
the  United  States.  These  vessels  or  sister  vessels  are  engaged  in  that 
type  transportation.  For  example,  on  the  Blue  Funnel  Line,  the 
Blue  Funnel  Line  is  a  member  of  the  Far  Eastern  Conference,  which 
operates  to  the  United  States.  I  don't  believe  any  of  those  vessels  in 
that  Far  Eastern  Conference  touched  any  of  the  Chinese  ports.  But 
sister  ships  operating  from  European  trade  are  the  ones  that  were 
carrying  cargo  there. 

Senator  Symington.  In  other  words,  they  picked  it  up  here,  and 
they  took  it  to  another  port,  and  they  transferred  it  to  a  sister  ship  of 
the  same  line,  and  that  sister  ship  took  it  to  Communist  China? 

Mr.  Walsh.  No  ;  they  did  not  pick  it  up  here  according  to  my  knowl- 
edge. It  is  merchandise  originating  in  Europe  and  flowing  to  China, 
or  vice  versa. 

Senator  Symington.  And  the  problem,  then,  is  a  corporate  problem 
and  not  a  physical  question  of  the  boat  in  question.     Is  that  right? 

Mr.  Walsh.  That  is  correct,  sir. 

The  Chairman.  May  I  ask  you  this?  Maybe  Mr.  Kennedy  might 
be  able  to  answer  this.  I  do  not  know.  Do  we  know  what  flagships 
are  carrying  from  Ceylon  to  Red  China?  We  found  a  tremendous 
increase  in  the  rubber  shipments  from  Ceylon  to  Red  China  over  the 
past  period  of  time. 

Mr.  Walsh.  From  the  information  I  have  seen  in  cables,  sir,  that 
referred  to  Polish  lines. 

The  Chairman.  In  other  words,  you  think  that  is  mostly  Polish 
flagships. 

Mr.  Walsh.  Yes,  sir. 

The  Chairman.  Do  you  know  what  nationals  own  those  Polish 
flagships? 

Mr.  Walsh.  No,  sir ;  I  do  not. 

The  Chairman.  Bob,  do  we  have  much  information  on  that? 

Mr.  Kennedy.  No,  we  do  not.     I  believe  they  are  Polish  ships. 

The  Chairman.  May  I  say  I  think  you  gentlemen  have  performed  a 
valuable  service  today,  when  you  all  agreed  that  it  would  be  wise  to 
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quit  paying  companies  for  transporting  our  goods  that  are  also  being 
paid  by  Red  China.  I  think  you  have  probably  done  as  much  as  any 
Government  officials  have  done  for  some  time  to  discourage  that  trade. 
I  think  you  have  performed  a  good  service  today  to  our  forces  in 
Korea,  and  I  want  to  thank  you  gentlemen  very  much. 

Mr.  Flanagan.  Just  one  more  question,  to  clear  the  record.  I  want 
to  ask  this  of  Mr.  Mason. 

Mr.  Mason,  there  was  to  your  knowledge  only  one  ship,  the  Nordic 
Star,  which  was  engaged  in  this  trade.  You  don't  know  whether  or 
not  there  were  any  others,  do  you  ?     You  are  not  sure  ? 

Mr.  Walsh.  We  are  not  sure.  We  have  gone  over  the  list  very  care- 
fully, and  we  can't  find  any  evidence  of  it. 

Mr.  Flanagan.  Do  you  know  whether  sister  ships  of  vessels  that 
are  carrying  your  goods,  in  other  words,  ships  managed  by  the  same 
owners,  are  engaged  in  this  dual  trade  ( 

Mr.  Walsh.  We  have  not  been  able  to  locate  one,  and  I  went  over 
the  entire  list. 

The  Chairman.  May  I  ask  you  this  question?  Mr.  Kennedy  has 
testified  that  82  vessels  have  been  engaging  in  trade  with  Red  China, 
while  their  sister  ships  were  engaging  in  trade  for  us. 

Would  you  have  any  reason  to  question  those  figures? 

Mr.  Mason.  I  have  no  reason  at  all  to  question  the  figures. 

The  Chairman.  Let  me  ask  you,  Bob :  There  is  no  question  but 
what  that  is  the  absolute  minimum ;  is  that  right? 

Mr.  Kennedy.  Absolutely.  Those  ships  are  all  documented,  as  far 
as  the  sister  ships  are  concerned. 

The  Chairman.  Thank  you,  gentlemen. 

Mr.  Flanagan.  Now,  will  the  witnesses  from  the  Defense  Depart- 
ment and  Mr.  Syran  of  MSA  come  up  ? 

The  Chairman.  Will  you  raise  your  right  hand?  In  this  matter 
now  in  hearing  before  the  committee,  do  you  solemnly  swear  to  tell 
the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Halaby.  I  do. 

Mr.  Syran.  I  do. 

Mr.  Flanagax.  Mr.  Halaby,  will  you  give  your  full  name  and  official 
position  for  the  record  ? 

TESTIMONY  OF  N.  E.  HALABY,  DEPUTY  ASSISTANT  SECRETARY  OF 
DEFENSE  FOR  INTERNATIONAL  SECURITY  AFFAIRS;  AND 
ARTHUR  G.  SYRAN,  DIRECTOR  OF  TRANSPORTATION,  MUTUAL 
SECURITY  ADMINISTRATION 

Mi-.  Halaby.  N.  E.  Halaby,  Deputy  Assistant  Secretary  of  Defense. 

Mr.  Syran.  Arthur  G.  Syran,  Director  of  Transportation,  Division 
of  the  Mutual  Security  Agency. 

Mr.  Flanagan.  Mr.  Halaby,  could  you  tell  the  committee  the  extent 
of  the  chartering  operations  or  shipping  operations  in  which  the 
Defense  Department  was  engaged,  just  generally? 

Mr.  Halaby.  Generally,  the  Department  of  Defense  meets  almost 
all  of  its  military  requirements  for  shipping  from  United  States  ship- 
ping services  and  from  the  Military  Sea  Transportation  Service.  Our 
policy  is  to  rely  primarily  upon  that  first  pool  of  shipping. 

Of  the  approximately  540  vessels  which  are  now  operated  by  or  for 
the  Defense  Department,  only  7  of  them  are  foreign-nag  vessels.     Our 
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priority,  as  I  say,  is  first  out  of  the  United  States  Shipping  Services 
and  the  Military  Sea  Transportation  Services,  and  second  Govern- 
ment-owned shipping  activated  from  the  National  Defense  Reserve 
Fleet  under  the  jurisdiction  of  the  Maritime  Administration,  and 
operated  for  the  National  Shipping  Authority  by  private  United 
States  ship  operators  under  the  general  agency  agreement. 

In  the  event  that  United  States-flag  shipping  is  not  available  under 
these  conditions,  the  Department  employs  foreign-flag  shipping  only 
to  the  extent  necessary  to  meet  urgent  military  requirements  which 
cannot  be  met  in  time  by  other  means. 

The  Chairman.  May  I  interrupt  ?     Has  Mr.  Mason  left  ? 

Mr.  Mason.  No,  sir. 

The  Chairman.  Will  you  stay  with  us,  Mr.  Mason  ?  We  have  some 
additional  information  we  would  like  to  go  into  after  we  get  through 
here. 

Mr.  Halaby.  At  the  present  time,  the  Defense  Department  has  on 
charter  7  vessels  under  foreign  flag,  4  ships  specially  equipped  and 
constructed  to  handle  heavy-built  equipment.  I  believe  they  are  called 
heavy-lift  vessels.  These  are  required  in  connection  with  the  present 
Korean  operations.  No  United  States-flag  ships  of  this  type  are 
currently  available. 

These  ships  are  the  Empire  Wallace,  the  Peter  Ball  ®d,  the  Baron 
Fells,  the  Belle  Ocean.  The  Belle  Ocean  is  a  contribution  of  the 
Norwegian  Government  to  the  U.  N.  operations  in  Korea. 

The  other  three  are  small  landing  craft  listed  under  American 
Coastal  Lines.  They  are  the  Ann  Call,  the  Vera,  G,  and  the  Pivot. 
These  vessels  are  owned  and  operated  by  United  States  citizens. 
They  are  registered  under  foreign  flag,  because  they  cannot  obtain 
Coast  Guard  certification  for  United  States  registry,  due  to  their 
characteristics  as  amphibious  landing  craft. 

From  all  the  available  evidence  that  I  can  find  in  the  Department 
of  Defense,  we  are  not  now  chartering  any  vessels  of  foreign-flag  fleets 
which,  to  our  knowledge,  are  engaged  or  have  been  engaged  in  trade 
with  the  Soviet  bloc,  including  Communist  China. 

The  Chairman.  Does  that  include  not  merely  the  specific  ship  that 
has  been  in  trade  with  Communist  China  but  any  ships  of  the  same 
shipping  firm  or  corporation  ? 

Mr.  Halaby.  Yes,  sir. 

The  Chairman.  In  other  words,  your  Department  is  not  engaged 
in  this  practice  of  paying  a  corporation  to  handle  your  cargoes,  which 
is  also  handling  the  cargoes  for  Red  China  ? 

Mr.  Halaby.  That  is  correct. 

The  Chairman.  Do  you  know  how  long  ago  you  started  to  follow 
that  practice  ?    I  think  it  is  an  excellent  practice,  of  course. 

Mr.  Halaby.  Well,  traditionally,  the  Navy  and  the  Defense  Depart- 
ment have  always  preferred  to  hire  American  vessels. 

There  has  only  been  one  departure  in  any  substantial  extent,  and 
that  was  during  the  most  critical  part  of  the  Korean  operation.  Dur- 
ing that  time,  we  did  hire,  on  charter  basis,  certain  vessels.  I  would 
like  to  give  you  that  story. 

The  Chairman.  May  I  first  ask  you  this  question:  Do  you  agree 
with  the  three  gentlemen  that  just  left  the  stand  that  it  would  be  a 
good  idea  to  have  a  firm  policy  of  no  longer  giving  business  to  a  ship- 
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ping  company  that  is  dealing  with  Red  China,  dealing  with  our 
enemy  ? 

Mr.  Halaby.  From  our  Department  of  Defense  point  of  view,  that 
is  our  policy. 

The  Chairman.  Pardon  me.    Go  ahead,  sir. 

Mr.  Halaby.  I  think  we  have  given  to  the  subcommittee  a  list  of 
all  foreign-flag  vessels  chartered  by  the  Department  of  Defense  since 
advent  of  the  Korean  emergency.  I  believe  Mr.  Flanagan  and  Mr. 
Kennedy  have  that  list.  That  list  contains  the  names  of  several  vessels 
of  foreign  fleets  which  have  engaged  in  trade  with  the  Soviet  bloc. 
Chartering  of  these  vessels  was  forced  upon  us  by  the  demands  of 
the  military  emergencies  which  developed  in  Korea,  since  adequate 
United  States  shipping  simply  was  not  available  to  meet  urgent 
United  States  military  requirements.  These  foreign-flag  vessels  were 
used  for  such  urgent  military  missions  as  the  transport  of  troops  and 
equipment  to  Korea,  the  invasion  at  Inchon,  and  the  evacuation  of 
the  marines  and  others  at  Hungnam. 

As  soon  as  sufficient  United  States-flag  vessels  and  reliable  foreign- 
flag  vessels  became  available,  use  of  these  flag  vessels  was  discon- 
tinued, and  as  far  as  I  can  determine,  by  the  end  of  1950,  the  present 
policy  and  procedure,  which  I  have  already  described,  was  placed  in 
effect. 

I  would  want  to  make  one  point  clear,  Mr.  Chairman,  and  that  is 
that  we  must  have  some  flexibility  in  an  emergency,  in  a  military  emer- 
gency or  in  military  necessity,  where  we  can't  get  United  States  vessels, 
where  we  can't  get  foreign-flag  vessels  of  the  type  that  we  want  to 
hire.  We  may,  in  an  emergency,  on  a  limited  basis,  for  a  specific 
military  emergency,  have  to  hire  a  vessel  we  don't  want  to  hire.  But 
I  am  sure  you  appreciate  that  situation,  a  situation  like  Hungnam  or 
some  other  situation. 

Mr.  Flanagan.  But  you  do  feel  that  on  a  day-to-day  operating 
basis,  at  least  so  far  as  the  Defense  Department  is  concerned,  you 
should  refrain  from  using  vessels  owned  by  companies  that  engage 
in  this  trade  with  China  or  Soviet  intrabloc  trade  in  Europe. 

Mr.  Halaby.  That  is  our  firm  continuing  policy. 

Mr.  Flanagan.  Have  you  ever  discussed  that  policy  with  the  MSA 
or  the  State  Department  ? 

Mr.  Halaby.  I  personally  have  not. 

Mr.  Flanagan.  I  am  asking  you  as  a  representative  of  the  De- 
partment. 

Mr.  Halaby.  I  am  a  pinch-hitter  here  today.  I  can  only  bunt  on 
that  pitch.  I  would  say  that  our  Departments  have  been  in  continu- 
ous consultation.  The  other  agencies  know  of  our  policy.  And  they 
may  have  reasons  for  not  following  it  specifically,  but  they  know  of  it, 
and  they  know  our  position. 

Mr.  Flanagan.  In  that  regard,  if  the  Defense  Department  was 
askod  whether  other  agencies  should  engage  in  this  dual  trade,  what 
would  be  your  policy  recommendation? 

Mr.  Halaby.  Well,  the  Department  of  Defense  does  not  make 
policy  recommendations  to  the  other  agencies.  That  comes  from 
the  President  and  the  National  Security  Council  and  the  Admin- 
istrator of  the  Battle  Act. 

Tho.  Oitatkman.  May  I  say  in  that  connection :  T  am  sure  that  the 
President  has  not  been  aware  of  this  situation.     He  has  just  taken 
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over  a  short  time  ago,  and  he  has  a  million  things  to  do,  and  I  am  cer- 
tain he  was  not  aware  of  the  fact  that  this  old  policy  was  established 
by  someone,  Harriman,  I  gness,  and  I  do  not  know  who  has  been 
carrying  it  over. 

Senator  Symington.  Mr.  Halaby,  you  would  not  make  the  policy, 
but  as  a  statutory  member  of  the  National  Security  Council,  you  would 
be  involved  in  the  policy,  and  you  would  be  in  position  to  recommend 
policy  to  the  Department. 

Mr.  Halaby.  That  is  true,  sir. 

Senator  Symington.  Do  you  happen  to  know  what  the  policy  has 
been  in  the  National  Security  Council  with  respect  to  this  particular 
matter  ? 

Mr.  Halaby.  As  far  as  I  know,  there  is  not  a  specific  NSC  policy  on 
this  dual  trade  question.  The  matter  is,  as  I  believe  Mr.  Stassen  testi- 
fied here  a  couple  of  weeks  ago,  being  reviewed  by  the  National  Security 
Council  at  the  present  time.  And  I  understand  that  within  a  matter 
of  a  few  weeks  there  will  be  a  new  paper  on  it,  and  perhaps  it  will 
cover  this  point. 

Senator  Symington.  Would  you  find  out  at  your  convenience  for 
the  record  of  the  committee  what  the  position  was  of  the  Department 
of  Defense  on  this  matter,  and  if  they  feel  they  can  give  it  without 
violating  security  ? 

Mr.  Halaby.  The  position  of  the  Department  in  the  NSC  on  this 
matter  ? 

Senator  Symington.  Yes,  sir. 

Mr.  Halaby.  I  will  try  to  do  so. 

Mr.  Flanagan.  This  may  be  an  unfair  question.  I  realize  you  are 
here  pinch-hitting  for  Frank  Nash  today.  But  do  you  not  think  it  is 
time  that  the  National  Security  Council  actively  considered  this  prob- 
lem? 

Mr.  Halaby.  I  do,  and  the  Executive  Secretary  of  the  Council  has 
it  on  the  agenda,  and  the  paper  is  being  worked  on,  as  Mr.  Stassen 
testified  a  couple  of  weeks  ago. 

Mr.  Flanagan.  Mr.  Syran,  as  Chief  of  Transportation  in  MSA, 
has  this  problem  of  dual  trade,  either  on  the  part  of  western  flag  ves- 
sels, or,  prior  to  our  embargoes,  on  the  part  of  American-flag  vessels, 
ever  come  to  your  attention  ? 

Mr.  Syran.  Oh,  yes. 

Mr.  Flanagan.  As  a  matter  of  fact,  I  recollect  that  about  a  year 
ago  you  testified  before  this  committee  in  a  tanker  case,  on  those 
tankers  owned  by  the  China  International  Foundation. 

Mr.  Syran.  That  is  right,  sir. 

Mr.  Flanagan.  Of  which  Newbold  Morris  was  president.  You  had 
quite  a  bit  to  say  at  about  that  time. 

Mr.  Syran.  Yes,  sir. 

Mr.  Flanagan.  And  just  so  that  the  record  will  be  complete,  I  will 
read  from  exhibit  No.  42,  which  was  in  our  hearing  at  that  time,  when 
you  were  talking  about  dual  trade  on  the  part  of  American  flag  ves- 
sels which  were  then  not  embargoed. 

It  does  not  seem  just  to  us  that  we  should  be  paying  an  American-flag  tanker 
dollars  for  the  carriage  of  ECA  cargoes  while  at  the  same  time  the  same  vessel 
or  a  sister  vessel  would  be  trading  for  the  distinct  advantage  of  Communist 
China. 
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That  was  a  memorandum  dated  May  3,  1950. 

Mr.  Straw.  That  is  right,  sir. 

Mr.  Flanagan.  Now,  do  you  feel  that  a  western  flag  vessel,  a  vessel 
of  our  allies,  should  likewise,  on  the  one  hand,  be  carrying  United 
States  cargoes,  and  on  the  other  hand  be  carrying  cargoes  into  Com- 
munist China,  or  in  intrabloc  Soviet  trade  in  Europe? 

Mr.  Syran.  No,  obviously  not.  The  desire  is  to  do  everything  that 
we  can  to  frustrate  that  trade,  and  my  own  position  back  in  1949,  the 
year  before  Korea,  was  the  same  way.  But  there  are  a  number  of  other 
considerations  that  come  up  at  this  time,  which  a  single  agency  like  the 
MSA  cannot  take  action  alone.  It  must  act  in  unison  with  all  the 
other  Government  agencies  on  one  policy  made  by  the  executive  branch 
of  the  Government. 

Senator  Symington.  Could  I  interrupt  you  there?  What  was  the 
policy  made  by  the  executive  branch  of  the  Government  to  which  you 
refer  ? 

Mr.  Syran.  Well,  there  hasn't  been,  so  far  as  I  know,  a  direct  policy 
of  the  executive  branch  in  connection  with  the  shipping  aspect  of 
East-West  trade. 

Senator  Symington.  Then  why  discuss  it,  if  there  has  not  been  any  ? 

Mr.  Syran.  Because  they  are  discussing  it  now. 

Senator  Symington.  I  see. 

Mr.  Syran.  It  is  now  pending. 

Senator  Symington.  But  before  you  were  not  operating  under  an 
executive  policy?  You  did  not  have  an  executive  policy  before?  I 
just  wonder  why  you  brought  it  up,  if  there  is  none. 

Mr.  Syran.  I  am  merely  bringing  it  up,  Senator,  because  of  the  fact 
that  3  or  4  witnesses  testified  a  few  minutes  ago  regarding  the  use  of 
those  vessels.  From  a  pure  transportation  point  of  view,  they  inter- 
pose no  serious  obstacle,  particularly  at  a  time  like  this,  when  there 
is  a  surplus  of  shipping.  But  an  individual  agency  cannot  take  too 
many  steps  regarding  all  flag  vessels  in  restraint  of  what  they  do,  with- 
out operating  on  a  single  executive  policy  with  respect  to  that  type  of 
trade.  And  I  understand  that  it  is  now  under  study,  and  that  we 
may  have  in  a  very  short  time  a  determination. 

The  Chairman.  First  let  me  say  that  I  recognize  you  are  merely 
on  an  operating  level. 

Mr.  Syran.  Yes,  sir. 

The  Chairman.  You  do  not  make  policy. 

Mr.  Syran.  No,  sir. 

The  Chairman.  So  that  what  has  been  done  is  not  any  fault  of 
yours,  I  gather.  You  have  not  been  called  in,  and  your  advice  has  not 
been  sought,  as  to  whether  the  policy  should  be  changed.  But  do  I 
understand  that  ever  since  the  Korean  war  started,  up  until  this  very 
moment,  there  is  no  policy,  no  Government  policy,  to  refrain  from 
financially  aiding  shipping  companies  that  are  in  turn  aiding  the 
enemy? 

Mr.  Syran.  I  don't  know  of  any  such  policy. 

The  Chairman.  But  you  say  that  this  now  is  under  discussion,  and 
some  policy  may  come  out  of  the  present  discussions. 

Mr.  Syran.  Yes,  sir. 

The  CnATRMAN.  I  may  say  I  certainly  hope  that  some  policy  does. 
It  is  long  overdue,  about  3  years  and  many,  many  lives  overdue. 
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Mr.  Flanagan.  I  might  state  here  for  the  record  that  Colonel  Syran 
is  on  the  operating  level.  He  is  in  charge  of  certain  transportation 
problems,  and  he  is  not  a  policymaker.  I  also  might  state  that  based  on 
our  investigations  last  year  and  prior  to  that  time,  we  know  his  posi- 
tion.   And  I  want  to  question  him  some  more  about  that. 

The  Chairman.  I  think  the  record  should  show  also,  as  you  and  Mr. 
Kennedy  have  told  me,  that  Mr.  Syran  has  cooperated  fully  with  you 
in  giving  you  all  the  information  he  could.    Is  that  correct? 

Mr.  Flanagan.  That  is  true. 

Mr.  Syran,  following  your  testimony  and  the  testimony  of  other 
Government  officials  last  spring  before  this  committee  in  our  report 
on  the  sale  of  Government-owned  tankers,  which  was  dated  May  29, 
1952,  we  said  this  : 

For  several  months  prior  to  April  1950,  responsible  officials  of  ECA  were  aware 
of  the  fact  that  these  tankers  were  engaged  in  Communist  trade,  and  pointed 
out  the  incongruity  of  the  situation  whereby  an  American  shipping  firm  was 
receiving  ECA  funds  on  the  one  hand,  which  funds  were  being  used  to  stem  the 
tide  of  communism,  while  on  the  other  hand  that  same  firm  was  engaged  profit- 
ably in  the  Communist  oil  trade. 

Now,  as  you  have  testified,  you  have  been  aware  of  that  situation 
since  even  before  the  Korean  war,  have  you  not  ? 

Mr.  Syran.  Yes. 

Mr.  Flanagan.  And  you  also  feel  that  it  is  incongruous  for  our 
western  allies  to  be  engaged  in  this  dual  trade? 

Mr.  Syran.  Obviously,  any  conflict  of  that  kind  is  something  that  is 
irritating. 

Mr.  Flanagan.  It  is  a  strange  position  when  you  are  dealing  with 
a  friend  on  the  one  hand,  and  a  foe  on  the  other,  is  it  not? 

Mr.  Syran.  Yes.    That  is  right. 

Mr.  Flanagan.  Now,  Mr.  Syran,  have  any  policymaking  officials 
of  either  the  Mutual  Security  Administration,  or  the  State  Depart- 
ment, approached  you,  the  Director  of  Transportation,  and  asked  your 
point  of  view  on  it  ? 

Mr.  Syran.  Yes,  they  have. 

Mr.  Flanagan.  When? 

Mr.  Syran.  Oh,  it  has  been  going  on  for  several  months;  easily 
that,  and  maybe  longer. 

Mr.  Flanagan.  What  do  you  think  is  the  reason  why  now,  in  May 
of  1953,  while  you  people  have  been  considering  this  problem  since 
1949,  there  still  isn't  a  policy  decision  ?    Do  you  know  why  ? 

Mr.  Syran.  I  can't  give  you  any  explanation  as  to  that,  except  that 
I  know  that  in  all  these  matters  the  State  Department  gives  us  guid- 
ance with  respect  to  international  affairs,  and  since  the  problem 
involves  the  vessels  of  flags  of  many  countries,  members  of  NATO  and 
members  of  OEEC,  those  dealings  as  to  what  they  can  do  or  what  they 
cannot  do  are  a  matter  for  the  State  Department. 

Mr.  Flanagan.  You  heard  the  testimony  here  this  morning  from 
the  major  agencies  that  are  financing  United  States  cargoes,  Defense, 
Agriculture,  GSA,  and  these  three  agencies  and  yourselves  all  agree 
that  the  trade  should  be  stopped  and  that  could  be  done  without  any 
undue  hardship  to  the  carriage  of  that  trade.  In  view  of  that  testi- 
mony, do  you  feel  that  all  these  agencies  should  get  together  and 
present  their  point  of  view  to  whoever  the  policymakers  are? 
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Mr.  Syran.  Not  only  is  the  answer  "Yes"  to  that,  but  I  believe  that 
they  have  representatives  at  the  various  levels  of  the  various  com- 
mittees that,  are  considering  this  problem  at  this  time. 

Senator  Symington.  What  is  your  title  in  Mutual  Security  ? 

Mr.  Syran.  Director  of  Transportation. 

Senator  Symington.  Are  you  the  operating  head  of  Transportation  ? 

Mr.  Syran.  Yes,  sir. 

Senator  Symington.  To  whom  do  you  report  in  the  agency  ? 

Mr.  Syran.  Through  Dr.  Fitzgerald  to  Mr.  Stassen. 

Senator  Symington.  To  whom  did  you  report  in  1952,  when  you 
were  running  it  then  ? 

Mr.  Syran.  Approximately  the  same;  at  that  time  it  was  Mr. 
Harriman. 

Senator  Symington.  And  who  was  your  immediate  superior? 

Mr.  Syran.  At  that  time,  Dr.  Fitzgerald. 

Senator  Symington.  Is  he  still  with  the  agency  ? 

Mr.  Syran.  Yes,  sir. 

Senator  Symington.  So  that  you  and  Dr.  Fitzgerald  have  known 
about  this  since  1949  ? 

Mr.  Syran.  Well,  not  this  item.  We  were  dealing  with  the  tanker 
trade  in  1949. 

Senator  Symington.  Well,  the  general  problem  of  dealing  with  the 
enemy  after,  we  will  say,  June  1950  ? 

Mr.  Syran.  I  will  go  back  Senator  to  1949 ;  yes,  we  knew  it.  As  a 
matter  of  fact,  we  have  been  watching  this  since  December  of  1948, 
when  the  Communists  began  coming  down  the  coast  of  China. 

Senator  Symington.  And  you  thought  it  was  wrong  ? 

Mr.  Syran.  Yes. 

Senator  Symington.  And  you  told  people  you  thought  it  was 
wrong  ? 

Mr.  Syran.  Yes. 

Senator  Symington.  Who  did  you  tell  in  your  agency? 

Mr.  Syran.  Well,  through  the  normal  channels  to  everybody  in 
higher  authority  since  that  time. 

Senator  Symington.  Well,  there  were  only  two  people  in  higher 
authority,  as  I  understand,  Dr.  Fitzgerald  and  now  Mr.  Stassen,  and 
before  that  Mr.  Harriman.    Is  that  right  ? 

Mr.  Syran.  Yes ;  and  before  that,  it  goes  back  as  far  as  Mr.  Hoffman. 

Senator  Symington.  Mr.  Hoffman. 

Have  you  got  records  of  your  protests  on  this  ? 

Mr.  Syran.  I  didn't  make  any  protest,  Senator;  I  called  the  matter 
to  their  attention  as  to  what  was  going  on,  and  I  made  certain  recom- 
mendations. 

Senator  Symington.  Did  you  tell  them  you  thought  it  was  wrong? 

Mr.  Syran.  Yes. 

Senator  Symington.  That  is  sort  of  a  protest,  wouldn't  you  say  ? 

Mr.  Syran.  They  agreed.  It  is  not  a  question  that  Mr.  Hoffman  or 
Mr.  Foster,  who  later  became  Under  Secretary  of  Defense,  didn't 
agree.  They  encouraged  me  to  go  on  with  the  tanker  operation  in 
1949,  which  was  a  year  before  Korea. 

Senator  Symington.  In  other  words,  after  you  said  you  thought 
it  was  wrong,  they  encouraged  you  to  go  ahead  with  what  you  were 
doing? 
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Mr.  Syran.  That  is  right.  I  had  complete  support  of  Mr.  Foster 
and  Mr.  Hoffman  and  Mr.  Tighe  Wood. 

Senator  Symington.  Would  you  say  that  their  policy  was  for  deal- 
ing with  Communist  China  as  a  policy  of  the  Government  ? 

Mr.  Syran.  No;  we  were  lighting  a  cold  war,  Senator,  and  we 
wanted  to  do  everything  we  could  to  prevent  such  things. 

Senator  Symington.  Who  were  the  ones,  then,  that  prevented  you 
from  doing  it  ? 

Mr.  Syran.  There  wasn't  any  prevention.  In  the  last  6  months, 
when  the  matter  of  shipping  came  up,  as  one  facet  of  the  overall  prob- 
lem of  East -West  trade,  and  all  the  other  multiple 

Senator  Symington.  You  see,  eveiybody  this  morning  has  said  that 
they  thought  it  was  wrong,  and  everybody  has  said  they  would  like  to 
have  seen  it  changed,  and  yet,  based  on  the  testimony  that  has  been 
going  on,  it  appears  that  it  wTas  not  changed,  and  I  was  just  wondering 
who  made  that  possible. 

Mr.  Syran.  I  don't  know. 

The  Chairman.  It  is  almost  impossible  to  understand.  You  say 
as  early  as  1949 — and  your  testimony  is  backed  up  by  your  testimony 
in  the  record — you  were  protesting.  You  were  saying  to  Mr.  Hoffman 
and  Mr.  Foster  and,  I  assume,  Mr.  Harriman,  that,  "We  should  not  do 
this."  You  said  there  was  a  surplus  of  shipping,  so  there  was  no  rea- 
son for  doing  it.  I  am  just  wondering  why  someone  during  this 
4-year  period  did  not  say,  "All  right.  Let  us  stop  it."  It  is  hard  to 
understand  this  constant  lateral  pass  play  back  and  forth.  "No  one 
has  the  ball." 

Who  has  it? 

Mr.  Syran.  I  don't  know,  Senator. 

Senator  Symington.  Mr.  Chairman,  I  would  suggest  that  Dr.  Fitz- 
gerald, who  Mr.  Syran  says  is  his  immediate  superior  now  and  before, 
be  called  to  testify. 

The  Chairman.  I  think  perhaps  we  should  call  Mr.  Harriman  and 
Mr.  Hoffman  in  to  try  and  find  out  why  they  did  not  do  something 
about  this.     They  knew  about  it. 

We  have  your  sworn  testimony,  here,  Mr.  Syran,  several  times. 
How  many  times  did  Mr.  Syran  appear  here  ? 

Mr.  Flanagan.  He  appeared  last  year  in  the  tanker  hearings. 

The  Chairman.  So  there  is  no  secret  about  the  fact  that  you,  as 
transportation  officer,  knew  this  wTas  wrong.  And  as  you  say,  you  did 
not  keep  this  a  secret  from  your  superior. 

I  think,  Counsel,  we  should  have  Mr.  Hoffman  and  Mr.  Harriman 
in  and  find  out  why  they  did  not  do  anything  about  this. 

Mr.  Syran.  I  think  Mr.  Hansen  may  be  able  to  answer  some  of  the 
questions.     He  is  here. 

Mr.  Flanagan.  On  that  point,  Mr.  Kenneth  Hansen,  who  is  Deputy 
Administrator,  and  has  been  for  some  time,  is  here,  and  he  may  be  able 
to  throw  some  light  on  that  question. 

The  Chairman.  Any  further  questions? 

Senator  Jackson.  Just  one  question. 

Has  there  been  any  discussion,  Mr.  Syran,  about  the  real  problem, 
the  problem  whether  we  ought  to  cut  off  all  trade  between  the  east  and 
the  west? 

Mr.  Syran.  That  is  beyond  me.     I  haven't  engaged  in  any. 
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Senator  Jackson.  And  Mutual  Security  has  not  discussed  that? 

Mr.  Syran.  That  is  beyond  me.  That  is  beyond  my  province, 
Senator. 

The  Chairman.  May  I  say,  Senator  Jackson,  in  that  connection — 
and  Mr.  Kennedy,  if  I  am  not  correct  in  the  dates,  will  you 
correct  me? — that  in  the  House  of  Commons,  as  late  as  about  a  month 
ago,  or  rather  3  weeks  ago,  the  statement  was  made  that  it  was  the 
policy  of  the  British  Government  to  protect  all  British-flag  ships 
plying  legitimate  trade  with  Red  China  if  anyone  interfered  with 
them.  That  would  make  the  problem  that  you  mention  rather  diffi- 
cult, unless  we  can  succeed  in  pulling  those  ships  out  of  the  trade. 

Senator  Jackson.  Well,  Mr.  Chairman,  the  only  point  I  am  making 
is  that  if  our  objective  is  to  stop  western  goods  from  moving  into  the 
Soviet  world — 1  include  the  satellites — it  would  occur  to  me  that  we 
would  have  to  stop  the  indirect  trade.  If  the  French  ship  material 
to  Poland,  and  Poland  transships  it  to  the  Soviet  Union,  and  the 
Soviet  Union  ships  it  on  to  China,  for  example,  trade,  and  critical 
items  in  that  trade,  are  moving  to  the  enemy.  I  mean,  as  I  look  at  this 
problem,  it  is  more  than  just  vessels  moving  across  the  waters.  We 
have  this  overall  problem  of  what  we  are  going  to  do  about  trade  in 
behalf  of  the  western  nations  with  the  Soviet  and  the  Soviet  bloc.  The 
fact  that  it  does  not  move  direct  to  the  enemy  does  not  mean  it  is  not 
getting  there.  And  you  have  this  tremendous  trade. 
'  The  Chairman.  Senator  Jackson,  may  I  tell  you  in  connection  with 
that,  that  the  information  indicates  that  Macao,  the  Portuguese  pos- 
session, is  one  of  the  very  important  points  of  transshipment. 

Senator  Jackson.  That  is  right  off  of  Hong  Kong. 

The  Chairman.  Yes. 

Senator  Jackson.  Well,  the  reason  I  raise  this  issue:  I  think  it 
might  be  well  for  us  to  ascertain  how  much  money  is  involved  in  such 
a  stoppage.  I  think  if  you  are  going  to  the  heart  of  this  problem,  you 
have  to  really  cut  off  east-west  trade,  as  such.  It  was  my  recollection 
at  one  time,  when  I  went  into  it  a  little  bit — and  maybe  you  can 
answer  this  question — that  Western  Europe  has  been  dependent  on 
Eastern  Europe  for  a  large  part  of  its  food. 

Mr.  Syran.  To  a  large  extent ;  yes. 

Senator  Jackson.  To  a  substantial  extent.  And  to  overcome  the 
deficiency,  we  would  have  to  ante  up  about  $3  or  $4  billion  over  and 
above  what  we  are  now  providing  to  Western  Europe  in  the  way  of 
military  assistance  and  economic  assistance. 

Mr.  Syran.  That  is  right,  Senator.  There  would  be  a  little  bit 
more  than  the  money  involved.  There  would  be  the  foodstuffs 
themselves. 

Senator  Jackson.  Yes;  I  am  suggesting  that  the  United  States 
would  have  to  supply  the  material  that  they  are  now  getting  from 
Eastern  Europe,  which  would  mean  that  we  would  have  to  ante  up,  or 
somebody  would,  $3  or  $4  billion  to  buy  those  goods  elsewhere.  Am 
I  right  ? 

Mr.  Syran.  You  are  quite  right,  Senator. 

Senator  Jackson.  I  am  trying  to  approach  this  problem  and  trying 
to  get  to  the  heart  of  it.  Is  that  not  what  this  boils  down  to  ?  Because 
if  the  British  ship  to  France,  and  it  goes  on  into  the  satellite  countries, 
and  then  it  is  transshipped  again  to  China  and  North  Korea,  they  are 
getting  it  all. 
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Senator  Symington.  I  think  you  might  be  oversimplifying  it  a 
little  bit  there,  because  it  was  not  too  long  ago  that  British-flag  ships 
were  shipping  rubber  directly,  under  the  British  flag,  from  Singapore 
to  Odessa.  Also,  recently  we  have  been  talking  about  a  shipment  of 
aviation  gasoline.    And  that,  no  doubt,  is  a  very  important  problem. 

I  think  there  are  two  sides  to  it.  There  is  the  question  of  shipping 
strategic  war  materials  to  the  enemy.  That  is  one  thing.  And  then 
you  have  the  very  broad  problem  that  you  are  talking  about,  which 
is  the  other. 

Now,  however,  just  thinking  out  loud,  I  would  like  to  ask  a  question 
of  Mr.  Syran. 

Senator  Jackson.  Let  me  say  that  it  was  my  understanding  that 
when  the  Soviet  shipped  food  to  the  British  and  to  other  countries, 
they  were,  in  effect,  demanding  that  they  get  strategic  materials  of  one 
kind  and  another.  They  may  not  be  called  strategic,  but  that  is  a  part 
of  the  bargaining,  of  the  trade  barters,  and  everything  else  that  has 
gone  on.    They  are  in  a  position  to  demand  it. 

Senator  Symington.  What  I  was  trying  to  get  at,  Senator,  is  that 
everybody  that  has  appeared  before  us  this  morning  seems  to  think 
that  it  is  wrong,  what  they  are  doing,  whatever  it  is  that  they  are 
doing,  and  yet  nobody  seems  to  know  who  it  is  that  fixed  it  so  that 
they  are  doing  what  they  think  is  wrong. 

Senator  Jackson.  That  is  true.  I  agree  with  that.  As  I  look  at 
this  matter,  what  we  are  doing  is  trying  to  slow  down  the  conven- 
ience of  transportation.  I  mean,  instead  of  shipping  it  direct,  we  are 
cutting  down  that  area ;  but,  they  can  still  go  through  the  back  door 
and  get  the  goods  in  through  other  means.  That  is  what  I  am  con- 
cerned about.  I  am  not  minimizing  this.  I  am  just  pointing  out  that 
1  do  think  we  have  an  overall  consideration  that  we  might  go  into. 

The  Chairman.  Of  course,  if  you  can  do  this,  Senator :  If  you  can 
keep  ships  from  going  into  Communist  ports,  you  have  pretty  much 
broken  the  back  of  east- west  trade ;  because  they  only  have  that  one 
railway,  as  you  know. 

Senator  Jackson.  It  makes  their  transportation  of  goods  that  much 
more  difficult. 

The  Chairman.  Almost  impossible,  I  understand. 

Senator  Jackson.  Are  they  not  building  a  double  track  across  the 
Siberian  area? 

The  Chairman.  They  can  get  material  across  that  track.  No  ques- 
tion about  it. 

Senator  Jackson.  But  we  are  helping  to  break  down  their  rail 
system. 

The  Chairman.  Right. 

Mr.  Flanagan.  And  on  that  same  point,  Senator  Jackson,  the  So- 
viet bloc  is  very  short  of  ships.  My  recollection  of  the  statistics  is  that 
of  the  80  million  tons  of  shipping,  only  2  million  tons  are  controlled 
by  the  Soviet  bloc,  and  most  of  those  are  old  broken-down  ships.  That 
is  why  we  are  talking  now  about  taking  some  steps,  whatever  steps  are 
possible,  to  reduce  the  shipments  into  Red  China  and  to  reduce  intra- 
bloc  trade  in  Europe.  Because  all  the  western-flag  vessels  we  can  pull 
out  of  that  trade  will  have  to  be  replaced  either  by  Soviet  flat  vessels 
or  by  the  trans-Siberian  railroad,  which  is  probably  already  over- 
burdened, carrying  supplies  to  fight  us  in  Korea. 
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Senator  Jackson.  What  we  are  really  doing  is  not  only  embargo- 
ing trade,  if  it  is  successful,  but  embargoing  the  transportation  to 
the  Philippines. 

The  Chairman.  In  that  connection,  I  think  Mr.  Kennedy  should  put 
in  the  record  the  increase  in  trade  between  Britain  and  Red  China 
the  first  few  months  of  this  year  as  compared  to  the  first  few  months  of 
last  year.    I  think  you  might  like  to  have  those  figures,  Mr.  Jackson. 

Mr.  Kennedy.  The  United  Kingdom  exported  to  China  in  1951  $8 
million  worth  of  material ;  in  1952,  $13  million;  and  January  and  Feb- 
ruary of  1953,  $5,748,000. 

The  Chairman.  Would  you  compare,  Mr.  Kennedy,  the  shipments 
in  January  of  1953  with  January  of  1952,  if  you  have  those  figures? 

Mr.  Kennedy.  I  will  have  to  get  those  out. 

The  Chairman.  I  think  I  can  give  you  the  figures  just  roughly.  In 
January  of  this  year,  the  total  value  of  the  shipments  to  China  was 
1,200,000  pounds,  English  pounds,  as  against  74,000  pounds'  worth  of 
material  last  year.    Is  that  roughly  correct,  Bob? 

Mr.  Kennedy.  I  will  get  that. 

Senator  Jackson.  What  is  the  nature  of  the  cargo  ? 

The  Chairman.  The  cargo  is  largely  textile  machinery  and  chemi- 
cals. The  chemicals  we  have  checked  on,  and  we  find  that  to  a  great 
extent  it  is  sodium.  Now,  sodium  can  either  be  of  no  importance  at 
all  in  the  war  effort,  or  of  tremendous  value  in  the  manufacturing  of 
explosives. 

We  have  contacted  the  State  Department  on  that,  and  they  have 
been  in  touch  with  the  British,  and  the  British  have  assured  them  that 
the  type  of  sodium  that  they  are  shipping  is  of  no  great  value  in  the 
war  effort.  However,  there  is  no  check  beyond  what  the  ship  captains 
tell  them  they  are  carrying. 

Is  that  roughtly  correct,  Bob? 

Mr.  Kennedy.  Yes.    It  is  correct. 

In  January  of  this  year,  the  total  value  of  the  shipments  to  China 
was  1,200,000  English  pounds,  against  74,000  pounds  in  the  same 
month  of  last  year.  In  February  of  this  year,  they  totaled  835,000 
pounds,  against  42,000  pounds  in  February  of  1952.  And  1952  was  60 
percent  higher  than  1951. 

The  Chairman.  I  think  it  might  be  well  if  we  put  in  the  record  the 
complete  report  from  the  Sunday  Express,  Lord  Beaverbrook's  paper, 
entitled  "Big  Boost  in  our  Trade  to  China." 

Mr.  Reporter,  will  you  put  the  entire  article  in  the  record  at  this 
point? 

(The  article  referred  to  was  marked  as  "Exhibit  No.  2"  and  will  be 
found  in  (lie  appendix  on  p.  151.) 

The  Chairman.  1  would  like  to,  at  this  point,  mention  the  fact  that 
because  certain  Greek  nationals  owning  various  flag  vessels  have  re- 
moved  their  ships  from  the  trade  with  Bed  China  and  the  intra-Soviet 
bloc  trade,  some  3%  million  pounds,  unfortunately  the  impression 
has  grown  in  the  minds  of  a  sizable  number  of  people  that  the  Greeks 
were  the  principal  offenders.  Actually,  I  think  thai  those  Greek  ship 
owners  should  get  tremendous  credit  for  leading  the  way  and  doing 
voluntarily  something  which  there  was  no  obligation  upon  them  what- 
soever to  do.  And  perhaps  if  our  Government  follows  through  on  the 
policy  that  apparently  all  of  the  witnesses  have  agreed  should  be  fol- 
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lowed  through,  maybe  we  can  get  some  of  the  other  nationals  to  re- 
move their  ships  from  that  trade  with  Red  China. 

Any  further  questions? 

Mr.  Flanagan.  Mr.  Kennedy  would  like  to  put  in  the  record  some 
information  he  has  in  regard  to  the  use  of  Agriculture  Department 
ships  or  sister  ships  in  this  trade. 

The  Chairman.  Mr.  Mason,  will  you  come  up  on  this?  I  believe 
you  testified  you  are  aware  of  only  one  ship.  Mr.  Kennedy  has  the 
names  of  other  ships,  and  I  think  we  should  give  you  those  for  your 
information  and  put  them  in  the  record. 

Will  you  describe  just  what  this  is  you  are  putting  in  the  record 
now,  Bob? 

Mr.  Kennedy.  These  are  ships  and  sister  ships  which  have  carried 
agricultural  goods  and  have  gone  to  China : 

The  Mentor,  which  is  a  Greek  ship  belonging  to  the  Draculis  Co., 
went  direct  to  China,  and  also  carried  agricultural  goods,  in  1952.  It 
has  a  sister  ship  called  the  Asterisk,  which  is  on  the  agricultural  list. 

Mr.  Mason.  You  mean  the  list  which  we  submitted? 

Mr.  Kennedy.  That  is  right.  The  Nordic  Star  you  have  already 
given  us.  The  Pinios,  which  is  a  Greek  ship  belonging  to  Athene 
Maritime,  carried  agricultural  goods  in  1952  and  also  went  to  China 
in  1952.  The  Stylianos  Vlassopulos,  owned  by  the  Polosipos  Co.,  also 
went  direct  to  China. 

Mr.  Mason.  Were  the  names  the  ones  registered  in  Lloyd's  ? 

Mr.  Kennedy.  Yes. 

Mr.  Mason.  So  that  we  can  get  it  from  Lloyd's  Register? 

Mr.  Kennedy.  Yes.  We  have  some  sister  ships.  There  is  the  Kier- 
sten  Maersk. 

Mr.  Mason.  I  didn't  know  anything  about  those. 

Mr.  Kennedy.  K-i-r-s-t-e-n  M-a-e-r-s-k.  It  belongs  to  the  Moller 
Co.,  M-o-l-l-e-r,  of  Denmark.  And  its  sister  ship  was  the  Leise, 
L-e-i-s-e,  Maersk. 

Mr.  Mason.  Both  of  those  went  ? 

Mr.  Kennedy.  No,  its  sister  ship  went.  It  is  the  sister  ship,  the 
Leise  Maersk,  which  carried  agricultural  goods.  The  Kirsten  Maersk 
went  to  China.  The  Sallie  Maersk,  belonging  to  the  same  company, 
went  to  China. 

Mr.  Mason.  How  is  that  spelled? 

Mr.  Kennedy.  The  second  word  is  the  same,  and  the  first  word  is 
Sallie. 

Mr.  Mason.  Oh.    Sorry. 

Mr.  Kennedy.  It  is  a  sister  ship  also  of  the  Leise  Maersk. 

And  the  last  one  that  we  know  of  is  the  Telemachus,  T-e-l-e-m-a- 
c-h-u-s,  which  is  a  sister  ship  of  the  Mentor.  The  Mentor  carried 
agricultural  goods.  The  Mentor  is  the  ship  that  carried  agricultural 
goods  and  also  went  to  China,  but  it  has  a  sister  ship,  this  last  name 
I  gave  you,  which  went  into  China. 

Mr.  Mason.  After  the  Mentor  discharged  agricultural  goods,  did 
it  immediately  go  to  China? 

Mr.  Kennedy.  This  all  took  place  in  the  year  1952. 

Mr.  Mason.  Let  me  correct  my  testimony  just  a  little  bit. 

My  investigation  was  to  the  extent  that  after  they  discharged  the 
American  cargo,  from  the  best  information  I  could  get,  it  did  not  im- 
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mediately  proceed  to  Chinese  ports.  In  other  words,  maybe  the  Men- 
tor might  have  gone  6  months  afterward,  and  I  didn't  check  on 
that.  I  only  checked  largely  with  the  idea  as  to  when  we  were  draw- 
ing up  what  is  known  as  the  Formosa  clause,  on  the  basis  of  (>0  days. 
Probably  Mr.  Kennedy  could  correct  me  if  I  am  wrong,  that  Agri- 
culture ships  did  not,  with  the  exception  of  the  Nordic  Star,  go  to 
China  within  60  days  after  discharging  our  cargo. 

The  Chairman.  The  thing  that  we  were  questioning  you  about,  and 
you  may  have  misunderstood  us,  was  the  number  of  ships  that  the 
Agriculture  Department  chartered  while  the  same  companies  were 
chartering  the  same  or  other  ships  to  carry  material  to  the  enemy. 

Mr.  Mason.  I  didn't  intend  to  testify  as  to  the  other  ships,  because 
I  didn't  know. 

The  Chairman.  O.  K.    Thank  you  very  much,  Mr.  Mason. 

Any  further  questions? 

Mr.  Flanagan.  The  next  witness  will  be  Mr.  Hansen  of  MSA, 
and  Mr.  Leddy,  Deputy  Assistant  Secretary  of  State. 

The  Chairman.  We  will  adjourn  until  2 :30  this  afternoon. 

(Whereupon,  at  12:20  p.  m.,  a  recess  was  taken  until  2:30  p.  m 
this  same  day.) 

AFTERNOON    SESSION 

(The  hearing  was  resumed  at  2 :  30  p.  m.) 

The  Chairman.  The  committee  will  come  to  order. 

I  might  say  for  the  benefit  of  the  press  that  the  executive  testimony 
taken  in  the  matter  of  Wechsler  will  be  made  public  Wednesday  of 
this  week.  Mr.  Wechsler  is  coming  in  tomorrow  afternoon  in  execu- 
tive session  to  give  the  names  of  all  those  whom  he  knew  as  members 
of  the  Communist  Party  while  he  was  an  officer  of  the  Young  Commu- 
nist League.  The  reason  I  mention  this  now  is  that,  you  see,  when 
testimony  is  taken  in  executive  session,  the  committee  has  to  pay  for 
all  copies  that  are  made.  Our  budget  is  very  limited  in  that  respect, 
so  we  will  only  have  two  copies  for  the  press.  If  the  press  cares  to 
order  any  additional  copies,  they  may  order  them  at  this  time  and 
have  them  available  Wednesday  when  they  are  made  public.  Other- 
wise, you  will  just  have  to  divide  up  the  two  copies  as  best  you  can. 
You  see,  we  have  3  copies  made,  and  1  is  left  in  the  file.  We  perhaps 
can  loan  out  the  third  copy.  But  if  any  of  you  care  to  order  them 
from  the  official  reporter,  you  can  check  with  either  the  official  re- 
porter or  someone  on  the  staff,  and  they  can  let  you  know  what  addi- 
tional copies  would  cost  you. 

Who  is  your  first  witness? 

We  will  hear  the  witnesses  from  the  State  Department;  and  again, 
may  I  say,  all  together. 

Will  you  gentlemen  raise  your  right  hand?  In  this  matter  now 
in  hearing  before  the  committee,  do  j7ou  solemnly  swear  to  tell  the 
truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Leddy.  I  do. 

Mr.  Hansen.  I  do. 

The  Chairman.  Would  you  identify  yourselves  for  the  record  ? 
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TESTIMONY  OF  KENNETH  R.  HANSEN,  ACTING  DEPUTY  ADMINIS- 
TRATOR OF  THE  MUTUAL  DEFENSE  CONTROL  ACT;  AND  JOHN  M. 
LEDDY,  ACTING  DEPUTY  ASSISTANT  SECRETARY  OF  STATE  FOR 
ECONOMIC  AFFAIRS,  DEPARTMENT  OF  STATE 

Mr.  Hansen.  Kenneth  R.  Hansen,  Acting  Deputy  Administrator 
of  the  Mutual  Defense  Control  Act. 

The  Chairman.  Kenneth  Hansen,  Acting  Deputy  Administrator? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  Who  is  the  Deputy  Administrator? 

Mr.  Hansen.  The  Deputy  Administrator-Designate  is  Adm.  Walter 
S.  Delanay.     That  has  not  been  confirmed  as  yet  by  the  Senate. 

The  Chairman.  I  see.    And  will  you  identify  yourself,  Mr.  Leddy  ? 

Mr.  Leddy.  John  M.  Leddy,  Acting  Deputy  Assistant  Secretary  for 
Economic  Affairs,  Department  of  State. 

The  Chairman.  Just  for  the  record,  first,  Mr.  Leddy,  how  long 
have  you  been  in  the  State  Department? 

Mr.  Leddy.  Since  1941. 

The  Chairman.  And  what  positions  have  you  held  in  the  State 
Department  since  1941  ? 

Mr.  Leddy.  I  came  into  the  Department  at  a  professional  grade  of  3 
in  1941  as  an  assistant  in  the  Trade  Agreements  Division.  I  have 
kept  in  the  commercial-policy  work  most  of  that  time.  For  a  period 
I  was  the  Deputy  Director  of  the  United  Nations  Office  of  Economic 
Affairs. 

The  Chairman.  What  years? 

Mr.  Leddy.  I  believe  that  was  1949 — I  am  not  quite  sure  whether 
that  was  1949  or  1950 — and  the  following  year  I  went  into  the  inter- 
national trade  policy ;  then  Director  of  the  Office  of  Economic  Defense 
and  Trade  Policy.  My  present  post  is  a  transitional  post,  since  we 
do  not  have  a  Deputy  Assistant  Secretary  of  State. 

The  Chairman.  Mr.  Hansen,  how  long  have  you  been  in  the  State 
Department  ? 

Mr.  Hansen.  I  am  not  in  the  State  Department ;  I  am  in  the  Office 
of  the  Director  for  Mutual  Security. 

The  Chairman.  Well,  that  is  technically  in  the  State  Department, 
I  guess ;  is  it  not  ? 

Mr.  Hansen.  No,  sir;  it  isn't.  It  is  in  the  Executive  Office  of  the 
President. 

The  CuAHiMAN.  Oh,  I  thought  that  was  considered  as  a  branch  of 
the  State  Department. 

Mr.  Hansen.  No,  sir. 

The  Chairman.  Have  you  ever  worked  in  the  State  Department? 

Mr.  Hansen.  Never. 

The  Chairman.  How  long  have  you  been  in  MSA  ? 

Mr.  Hansen.  I  have  been  in  MSA — actually,  first  ECA — since  1949. 

The  Chairman.  Who  was  the  head  of  ECA  at  the  time  you  came  in  ? 

Mr.  Hansen.  At  the  time  I  came  in  it  was  Mr.  Hoffman,  followed 
shortly  thereafter  by  Mr.  Foster. 

The  Chairman.  And  who  brought  you  into  the  Department? 

Mr.  Hansen.  I  was  brought  into  MSA  by  Mr.  Clyde  M.  King,  who 
was  Chief  of  the  ECA  Mission  to  Austria.  I  was  in  the  Foreign 
Mission. 
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The  Chairman.  Where  were  you  working  before  you  came  into 
EC  A? 

Mr.  Hansen.  I  was  working  for  the  United  States  Forces  in  Austria, 
Chief  of  Economic  Intelligence,  prior  to  that. 

The  Chairman.  You  were  Chief  of  Economic  Intelligence? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  And  prior  to  that  where  were  you? 

Mr.  Hansen.  Prior  to  that  I  was  the  executive  officer  of  the  Military 
Intelligence  Service  in  Austria,  both  as  a  civilian  and  as  military. 

The  Chairman.  You  are  not  any  relation  to  Haldore  Hansen? 

Mr.  Hansen.  No,  sir. 

The  Chairman.  Proceed. 

Mr.  Flanagan.  On  that  same  point,  Mr.  Hansen,  how  long  have 
you  been  in  the  Mutual  Defense  Assistance  Control  unit? 

Mr.  Hansen.  I  have  been  in  that  unit  since  October  of  1951,  after 
the  passaga  of  the  Battle  Act. 

Mr.  Flanagan.  And  in  what  capacity  have  you  been  in  that  unit 
since  October  1951  ? 

Mr.  Hansen.  First  I  was  Assistant  Deputy  Administrator  in  that 
unit,  and  just  for  the  past  3  months  I  have  been  Acting  Deputy 
Administrator. 

Mr.  Flanagan.  Before  we  get  into  some  specifics  that  we  would 
like  to  question  you  about,  I  would  like  to  review  and  get  from  you  or 
Mr.  Leddy  or  from  both  of  you  the  United  States  policy  with  regard 
to  certain  matters  in  connection  with  this  Communist  trade. 

Now,  first  of  all.  what  is  the  policy  of  our  Government,  or  I  should 
say  the  ultimate  objective  of  our  Government,  with  regard  to  the  use 
of  Western-flag  vessels  in  intrabloc  Soviet  trade,  either  in  Europe  or 
elsewhere  ? 

Mr.  Hansen.  I  would  say  that  the  objective  of  our  Government 
with  respect  to  intrabloc  trade  is  a  limitation  and  control  of  such 
trade  as  it  may  appear  to  be  in  the  security  interests  of  the  United 
States  and  the  other  countries. 

Mr.  Flanagan.  What  do  you  mean  by  limitation  and  control? 
That  you  should  merely  limit  the  amount  of  Western-flag  vessels  that 
are  intrabloc  Soviet-trade  operators,  or  that  you  should  eliminate 
them  ? 

Mr.  Hansen.  The  problem  really  breaks  down  into  a  question  of: 
What  is  your  immediate  objective,  and  what  may  be  your  ultimate 
objective? 

The  Chairman.  What  is  the  immediate  objective?  Is  it  our  objec- 
tive to  eliminate  our  allied-flag  vessels  from  participating  in  the  intra- 
Soviet-bloc  commerce? 

Mr.  Hansen.  If  that  phrase  means  that  there  is  a  contribution  to 
the  war  potential  of  the  Soviet  bloc,  that  would  be  our  objective,  if 
there  is  a  net  contribution. 

The  Chairman.  Well,  do  you  feel  that  you  can  ship  anything  to 
those  nations  without  aiding  them  economically,  and  therefore  aiding 
them  in  increasing  their  war  potential? 

Mr.  Hansen.  I  think  it  is  possible  in  terms  of  trade  to  trade  with 
those  nations  and  have  a  net  security  advantage  to  the  West. 

The  Chairman.  How  about  the  trade  with  Red  China?  Do  you 
feel  that  you  can  engage  in  trade  with  Red  China  and  have  a  net 
security  advantage  to  the  United  States? 


CONTROL  OF  TRADE  WITH  THE  SOVIET  BLOC        97 

Mr.  Hansen.  In  certain  instances  it  might  be  possible,  in  certain 
direct  exchanges,  that  the  returned  goods  would  be  more  valuable 
than  that  which  you  had  sent. 

The  Chairman.  Could  you  give  us  an  instance?  We  have  had 
testimony  that  there  were  some  400  cargoes.    How  many,  Bob? 

Mr.  Kennedy.  There  were  445  trips  made. 

The  Chairman.  Could  you  pick  out  a  particular  trip  which  aided 
our  security  and  perhaps  damaged  Red  China? 

Mr.  Hansen.  I  think  it  would  be  very  difficult  to  pick  one  out 
offhand. 

The  Chairman.  Out  of  445,  if  you  think  there  are  cases  in  which 
that  shipping  might  help  us  and  might  damage  Red  China,  it  would 
seem  you  might  be  able  to  pick  out  one  particular  trip  and  say,  "Here 
is  one  that  helped  us  and  hurt  Red  China." 

Mr.  Hansen.  I  wouldn't  say  that  it  is  a  matter  of  hurting  Red 
China,  necessarily. 

The  Chairman.  Well,  let  us  say  one  that  helped  us. 

Mr.  Hansen.  I  would  say  that  as  far  as  past  shipments  of  this 
sort  have  been  concerned,  it  is  possible,  when  the  United  States  was 
stockpiling  materials  from  China,  that  we  had  a  very  vital  security 
interest  in  receiving  those  supplies.  It  would  depend  on  what  the 
Chinese  received  in  return,  as  to  where  the  net  advantage  lay. 

The  Chairman.  Well,  I  understand  you  are  the  man  who  is  con- 
sidered the  expert  on  this  over  in  your  department.  You  have  been 
in  that  department  for  a  long  time.  You  were  there  under  Mr. 
Harriman's  entire  regime,  were  you  not? 

Mr.  Hansen.  Yes.  sir. 

The  Chairman.  Were  you  there  under  Mr.  Hoffman  for  quite  some 
time  ? 

Mr.  Hansen.  Overseas. 

The  Chairman.  Well,  now,  is  it  your  thought  that  we  should  con- 
tinue shipping  to  Red  China  at  this  time? 

Mr.  Hansen.  The  United  States  does  not  ship  to  Red  China  at 
this  time. 

The  Chairman.  Well,  when  I  say  "we,"  I  am  talking  about  our 
allies  and  alleged  allies. 

Mr.  Hansen.  Well,  regarding  the  free  world  shipments  that  have 
taken  place  to  China  within  the  recent  past — our  objective  has  been, 
wherever  possible,  and  to  a  greater  extent  than  we  would  attempt  to 
control  other  trade  with  the  Soviet  bloc,  to  restrict  the  movement  of 
strategic  materials  or  materials  which  would  be  of  ultimate  advantage 
to  the  Chinese. 

The  Chairman.  Let  us  get  this  down  into  four-letter  words  if  we 
can.  Is  it  your  thought  that  the  policy  of  our  Government  now  is  to 
eliminate  all  of  that  trade,  if  possible  ? 

Mr.  Hansen.  No,  sir,  that  is  not  the  present  policy. 

The  Chairman.  That  is  not  the  present  policy. 

Mr.  Flanagan.  On  that  very  point,  Mr.  Hansen,  we  have  to  develop 
what  the  objectives  of  our  Government  are  in  order  to  discuss  this 
thing.  You  were  consultant,  were  you  not,  for  the  O'Conor  subcom- 
mittee on  trade  policies  and  controls  of  the  United  States  Senate  in 
1951? 

Mr.  Hansen.  Yes,  sir. 
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Mr.  Flanagan.  And  at  that  time,  as  a  consultant  for  that  Senate 
subcommittee,  you  made  a  trip  to  the  Far  East,  did  you  not? 

Mr.  Hansen.  Yes,  sir. 

Mr.  Flanagan.  How  long  were  you  in  the  Far  East? 

Mr.  Hansen.  I  believe  it  was  about  6  weeks. 

Mr.  Flanagan.  And  based  on  the  information  you  found  in  the 
Far  East,  you  came  back  and  reported  to  this  committee,  did  you 
not? 

Mr.  Hansen.  Yes,  sir. 

Mr.  Flanagan.  And  based  on  that  information,  that  committee 
wrote  a  report,  in  1951.  Now,  did  you  take  part  in  the  writing  of 
that  report? 

Mr.  Hansen.  Yes,  sir. 

Mr.  Flanagan.  It  is  a  matter  of  fact,  is  it  not,  that  you  wrote  most 
of  that  report  which  was  eventually  put  out  by  the  United  States 
Senate? 

Mr.  Hansen.  Yes,  sir. 

Mr.  Flanagan.  I  want  to  read  you  a  few  passages  from  that  report. 
On  page  5  of  your  report,  dated  October  12,  1951,  talking  of  China 
trade,  you  said  this : 

Representative!?  of  certain  foreign  governments  have  questioned  the  strategic 
character  of  part  of  these  cargoes — 

namely,  cargoes  going  into  China — 

but  it  is  a  known  fact  that  the  Red  Chinese  do  not  allow  the  import  of  things 
not  vital  to  their  war  effort,  and  it  was  most  distressing  to  learn  that  the  United 
Nations  flags  were  flying  over  ships  engaged  in  this  nefarious  trade. 

Now,  in  1951,  you  made  that  statement,  that  it  is  a  well-known  fact 
that  the  Red  Chinese  do  not  allow  the  import  of  things  not  vital  to 
their  war  effort.    Is  that  still  a  fact? 

Mr.  Hansen.  I  believe  that,  by  and  large,  it  would  be  a  fact,  when 
you  consider  that  the  total  economy  of  the  country  is  directed  toward 
the  prosecution  of  the  war. 

The  Chairman.  I  may  say  I  am  rather  puzzled,  here,  Mr.  Hansen. 
Every  other  department  that  has  come  before  this  committee  has 
indicated  that  they  felt  that  it  would  be  to  our  benefit  to  discontinue 
all  trade  with  the  enemy;  that  when  we  ship  a  cargo  of  material  to 
the  enemy  we  are  helping  him.  Otherwise  he  would  not  be  buying 
any. 

Mr.  Nash,  the  Secretary  of  Defense,  said  no  matter  what  you 
shipped  to  the  enemy,  it  was  aiding  his  economy  and  therefore  aiding 
his  war  potential.  He  seemed  to  find  a  different  attitude,  however, 
at  least  on  your  part,  and  I  may  say  the  staff  has  indicated  that  they 
have  gotten  less  cooperation  from  you  than  from  any  of  the  other 
people  we  are  dealing  with  in  the  executive  branch  of  the  Govern- 
ment. I  just  wonder  why  this  difference  of  opinion,  why  you  feel 
that  Ave  should  continue  shipping  to  lied  China,  why  your  attitude 
seems  to  be  different  than  that  of  the  other  departments  that  have 
come  before  us.    Or  am  I  improperly  evaluating  your  testimony? 

Mr.  Hansen.  Well,  sir,  what  you  have  just  said  relates  to  two 
parts.  First  of  all,  with  respect  to  the  cooperation  with  the  members 
of  your  staff,  I  believe  that  we  have  cooperated  to  our  utmost  in  that 
respect. 
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The  Chairman.  Well,  it  may  be.  When  I  referred  to  lack  of 
cooperation,  the  staff  has  indicated  that  either  there  was  a  lack  of 
cooperation  or  a  lack  of  knowledge  of  the  facts. 

Mr.  Hansen.  A  lack  of  knowledge  on  my  part  ? 

The  Chairman.  And  that  they  have  had  to  get  most  of  their  mate- 
rial from  other  departments.  Fortunately,  the  Office  of  Naval  Intel- 
ligence and  other  departments  have  been  cooperating  with  them  fully. 

Mr.  Hansen.  Yes,  sir;  they  have.  And,  as  a  matter  of  fact,  my 
office  has  been  attempting  to  coordinate  the  collection  of  these  facts 
and  the  passing  on  of  those  facts  to  your  staff.  That  agreement  was 
made  between  Governor  Stassen,  Mr.  Flanagan,  and  myself,  that  I 
would  attempt  to  coordinate  that  material,  pass  on  requests  to  those 
staffs,  upon  whom  we  rely  for  the  basic  information,  and  refer  that 
to  the  staff.  I  believe  that  we  have  received  a  number  of  letters  from 
Mr.  Flanagan  in  response  to  what  we  have  sent  on.  There  have  been 
some  delays  and  some  misunderstandings,  I  will  admit. 

The  Chairman.  Let  me  ask  you  this.  The  testimony  has  been  that 
some  82  ships  owned  by  some  25  different  corporations  or  shipowners 
have  been  carrying  material  to  the  enemy,  and  also  receiving  income 
from  the  United  States  Government.  The  testimony  this  morning 
is  that  there  is  a  surplus  of  shipping. 

Do  you  think  that  this  practice  of  allowing  a  shipowner  to  take 
money  from  the  United  States  with  his  right  hand  and  from  our 
enemy  with  his  left  hand  should  be  continued,  or  do  you  think  it 
should  be  discontinued  as  of  today  ? 

Mr.  Hansen.  Senator  McCarthy,  I  don't  wish  to  quibble  on  this 
question.  I  would  like,  however,  to  answer  some  of  the  others  you 
have  asked  me,  and  then  I  have  a  prepared  statement  with  respect 
to  this  question  which  I  would  like  to  place  before  this  committee. 

The  Chairman.  You  may  do  that. 

Mr.  Hansen.  You  asked  me  previously 

The  Chairman.  Could  you  answer  this  question  first,  on  the  ship- 
ping? Then  we  will  go  back  to  the  others.  I  think  this  is  the  most 
vital  question  before  this  committee  and  our  Government  today. 

Mr.  Hansen.  The  answer  to  the  last  question  you  asked  would  be 
that  I  do  not  know  at  this  moment  whether  it  would  be  desirable  to 
take  that  action  at  this  moment.  This  problem  is  being  studied  and 
has  been  referred  to  a  higher  policy  level.  It  is  part  of  the  consider- 
ation going  on  in  the  National  Security  Council. 

The  Chairman.  In  other  words,  let  me  see  if  we  understand  you. 
Your  testimony  is  that  as  of  this  moment  you  do  not  know  whether 
it  is  wise  or  unwise  to  continue  paying  a  shipowner  for  carrying  Amer- 
ican goods  who  is  at  the  same  time  receiving  an  income  from  your 
enemy.     You  say  as  of  this  time  you  think  that  should  get  more  study. 

Mr.  Hansen.  Yes,  sir;  I  do,  in  the  light  of  the  foreign  policy  as- 
pects of  it  and  in  the  light  of  the  present  conduct  of  negotiations  which 
we  are  undertaking  under  existing  policy. 

The  Chairman.  How  long  has  this  been  receiving  study  ? 

Mr.  Hansen.  This  problem  has  been  receiving  intensive  study  since 
approximately  February  20,  when  the  MSA  put  forth  the  so-called 
Formosa 

The  Chairman.  Why  was  it  not  receiving  study  before  that  ? 
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Mr.  Hansen.  It  did  not  receive  specific  study  before  that,  although 
to  the  best  of  ray  knowledge  several  of  the  departments  and  agencies 
had  concerned  themselves  with  it. 

The  Chairman.  Mr.  Hansen,  many  of  us  are  deeply  concerned  by 
the  fact  that  for  about  3  37ears  now  we  have  been  paying  shipowners, 
giving  them  a  good  profit,  to  carry  American  cargo  to  our  allies  to 
bolster  up  the  free  world,  and  at  the  same  time  we  are  allowing  the 
same  shipowners  to  receive  money  by  trading  with  the  enemy  and  bol- 
stering up  the  strength  of  the  enemy.  I  am  curious  to  know  why  we 
waited  until  February  20  of  this  year  to  study  that,  if  you  know.  You 
should  know.  You  have  been  in  this  position  for  a  long  time.  Can  you 
tell  us  why  you  have  waited  until  the  20th  of  February?  Did  some- 
thing happen  on  the  19th  or  the  18th?  Why  did  you  not  start  a  year 
ago,  or  2  years  ago?  Why  wait  until  a  committee,  a  congressional 
committee,  starts  to  study  this?    Could  you  answer  that  for  us? 

Mr.  Hansen.  Yes,  sir.  And  may  I  point  out  that  w-e  did  not  begin 
this  action  after  a  congressional  committee  started  studying  it.  This 
action  was  taken  on  the  20th  of  February.  We  have  subsequently  had 
a  review  of  the  facts  relating  to  this,  and  we  have  had  some  agree- 
ment at  various  times  since  that  point. 

If  you  will  permit  me,  Senator,  I  would  like  to  place  this  in  the 
context  of  a  prepared  statement.     I  believe  it  might  be  easier. 

Mr.  Flanagan.  You  will  have  sufficient  opportunity,  Mr.  Hansen, 
to  make  your  prepared  statement.    But  at  that  point : 

You  state  that  that  matter  is  now  before  the  National  Security 
Council? 

Mr.  Hansen.  Yes,  sir. 

Mr.  Flanagan.  What  individual  is  responsible,  and  what  agency, 
for  presenting  this  problem  to  the  National  Security  Council? 

Mr.  Hansen.  At  the  present  time,  it  has  been  presented  by  Governor 
Stassen. 

Mr.  Flanagan.  And  Governor  Stassen  depends  upon  whom  for  his 
information  that  he  is  going  to  present  to  the  National  Security 
Council  ? 

Mr.  Hansen.  He  depends  on  me,  as  his  Acting  Deputy,  and  on 
the  various  other  agencies  who  are  associated  with  us  in  this  program, 
which  is  a  joint  coordinated  Government  program. 

Mr.  Flanagan.  You,  however,  as  Acting  Deputy  in  Charge  of  the 
MDAC,  have  as  your  responsibility  to  see  that  Mr.  Stassen  has  the 
facts  which  he  can  present  to  the  National  Security  Council;  do  you 
not? 

Mr.  Hansen.  Yes,  sir. 

Mr.  Flanagan.  Now,  up  to  this  day,  do  you,  or  to  your  knowledge 
does  anyone  in  the  United  States  Government,  have  the  facts  on  the 
number  of  foreign-flag  vessels  that  are  engaged  in  this  dual  trade? 

Mr.  Hansen.  We  have  the  facts  up  to  the  point,  Mr.  Flanagan,  of 
last  Saturday.  When  you  were  in  our  office,  I  think  our  figures,  as 
far  as  chartering  was  concerned,  were  only  two  off.  And  you  did  not 
go  into  details  further.  With  respect  to  sister  ships,  I  understand 
that  you  have  additional  information  that  we  do  not  have,  and  there- 
fore our  figures  may  vary. 

Mr.  Flanagan.  Noav,  I  did  not  ask  that  question.    I  said: 

Who  in  the  United  States  Government  today  has  the  facts  as  to 
the  number  of  ships  and  sister  ships  of  our  Western  allies  that  are 
engaged  in  this  trade? 
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Mr.  Hansen.  If  you  mean  the  facts  completely  collated  and  checked 
off 

Mr.  Flanagan.  Yes. 

Mr.  Hansen.  No  one  at  the  present  time  has  all  the  sister-ship  in- 
formation. We  believe,  however,  that  our  information  with  respect 
to  United  States  charters  is  fairly  complete. 

Mr.  Flanagan.  Now,  when  did  you  start  gathering  those  facts 
concerning  United  States  charters? 

Mr.  Hansen.  We  started  gathering  the  definitive  facts  on  this  about 
a  week  and  a  half  ago,  in  respect  to  the  latest  list  of  charters  furnished 
by  the  agencies. 

Mr.  Flanagan.  In  other  words,  it  has  only  been  1  week  and  a  half 
that  you,  as  the  responsible  Government  official  upon  whom  the  Na- 
tional Security  Council  has  to  depend  to  make  its  decision,  even  started 
to  gather  the  basic  facts;  is  that  correct? 

Mr.  Hansen.  As  relates  to  this  particular  problem. 

Mr.  Flanagan.  That  is  the  problem  we  are  talking  about. 

Mr.  Hansen.  On  the  question  of  these  ships  and  sister  ships;  that 
is  correct. 

Mr.  Flanagan.  Can  you  explain  to  this  committee,  or  can  Mr. 
Leddy,  from  the  State  Department,  explain,  why  some  responsible 
official  of  the  United  States  Government  has  not  long  before  obtained 
these  facts  on  this  dual  trade? 

Mr.  Hansen.  I  can  only  state  that  insofar  as  this  question  has 
arisen,  in  the  problem  of  strategic  trade  controls  to  the  Soviet  bloc, 
there  has  apparently  been  very  little  occasion  for  anyone  to  bring  this 
to  our  attention. 

The  Chairman.  Mr.  Hansen,  must  someone  bring  it  to  your  atten- 
tion? It  is  your  job.  It  is  your  job  in  Mutual  Security.  You  should 
not  have  to  wait  until  the  committee  brings  it  to  your  attention. 

Mr.  Hansen.  We  have  not  waited  until  the  committee  brought  it  to 
our  attention.  It  came  to  our  attention  from  the  operations  of  our 
agencies. 

The  Chairman.  I  see.  It  came  to  your  attention  a  week  and  a  half 
ago  ? 

Mr.  Hansen.  No,  sir.  It  came  to  our  attention  somewhat  before  or 
around  February  20,  in  respect  to  the  position  of  a  ship  by  virtue  of 
a  United  States  cargo  in  the  Far  East. 

The  Chairman.  It  came  to  your  attention  on  February  20  of  this 
year? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  Up  until  that  time,  you  knew  nothing  about  it? 

Mr.  Hansen.  Up  until  that  time  we  knew  a  great  deal  about  the 
movement  of  vessels  to  the  Soviet  bloc,  intrabloc  trade,  et  cetera.  We 
had  not  particularly  done  the  collations  which  bring  out  the  various 
facts  here  as  to  sister-ship  relationships,  and  with  respect  to  the  char- 
tering by  operators  of  ships  that  have  carried  goods  to  China.  Our 
approach  to  this  problem  has  been  different. 

The  Chairman.  You  are  aware  of  the  fact  that  we  have  barred  all 
United  States  flag  vessels  from  trading  with  the  enemy? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  You  are  in  agreement  with  the  wisdom  of  that 
policy  ? 
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Mr.  Hansen.  It  is  established  United  States  policy;  yes,  sir. 

The  Chairman.  But  you  say  you  do  not  know  yet  whether  it  would 
be  good  if  our  allies  barred  our  ships  from  doing  likewise? 

Mr.  Hansen.  I  have  not  said  that.  I  have  said  that  the  fact  is  that 
our  allies  are  continuing  to  trade  with  those  areas.  They  are  con- 
tinuing to  send  their  ships  to  carry  their  goods  and  other  goods  to 
those  areas. 

Our  program  has  called  for  keeping  the  strategic  goods  out  pri- 
marily, and  the  control  of  other  trade,  and  similar  matters,  which 
would  achieve  that  same  objective. 

The  Chairman.  Let  me  just  repeat  the  question,  if  I  may.  We  have 
barred  American-flag  vessels  from  this  trade,  on  the  theory  that  that 
would  aid  the  enemy  and  hurt  us.  I  asked  you  a  question  a  few  min- 
utes ago  whether  you  thought  it  might  not  be  well  if  our  allies  did 
likewise.  You  said  that  was  receiving  study.  Is  it  your  thought  that 
our  allies  should  not  follow  our  example  until  they  have  given  that 
more  study,  or  do  you  think  they  should  follow  our  example  and  bar 
their  ships  absolutely  from  trading  with  the  enemy? 

Mr.  Hansen.  I  said  before  that  it  would  be  desirable  if  other  coun- 
tries were  to  achieve  the  types  of  control  that  we  do. 

The  Chairman.  The  types  of  control  that  we  do  ? 

Mr.  Hansen.  Yes. 

The  Chairman.  You  mean  an  absolute  embargo.  Let  us  use  plain 
language.  We  have  embargoed  any  trade  by  United  States  flag  vessels 
with  the  enemy. 

Mr.  Hansen.  That  is  right. 

The  Chairman.  Now,  do  you  think  that  our  allies  should  study 
further,  before  they  do  likewise  ? 

Mr.  Hansen.  No,  it  is  not  a  question  of  studying  further.  The 
position  of  the  other  governments  is  fairly  clear  on  this  point.  There- 
fore, our  efforts  should  be  directed  toward  decreasing  that  trade  or 
that  part  of  the  trade  which  we  believe  would  be  menacing  to  our 
security  and  theirs. 

The  Chairman.  Well,  Mr.  Hansen,  we  have  decided  it  would  be  a 
menace  to  our  security  to  let  a  single  United  States  flag  vessel  trade 
with  the  enemy.   That  is  our  policy.   Right  ? 

Mr.  Hansen.  Right,  sir. 

The  Chairman.  Can  you  think  of  any  reason  why  our  allies  should 
not  follow  the  same  policy  ? 

Mr.  Hansen-.  Our  allies  have  a  number  of  reasons  why  they  should 
not,  or  why  they  do  not  wish  to. 

The  Chairman.  Can  you  think  of  a  valid  reason  why  they  should 
not  follow  our  example? 

Mr.  Hansen.  I  think  that  one  of  the  most  convincing  reasons  that 
is  put  forth  in  this  respect  is  when  they  go  into  China  and  receive 
cargoes  which  are  of  value  to  them. 

Mi-.  Flanagan.  Now,  on  that  very  point:  And  I  am  not  trying  to 
cross  you  up,  Mr.  Hansen.  We  are  just  trying  to  find  out  this.  You, 
as  the  keyman  on  this  whole  problem — and  you  are  the  key  man, 
obviously — I  am  trying  to  find  out  whether  you  are  saying  one  thing 
to  this  committee  today,  and  whether  in  October  1050,  as  a  consultant 
to  a  Senate  committee,  you  were  saying  something  else. 

Mr.  Hansen.  If  you  are  back  to  that  point,  may  I  respond  to  it 
now? 
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Mr.  Flanagan.  May  I  read  something  else  here?  This  section  of 
the  report  which  you  said  you  wrote  in  October  1951  is  entitled,  "Ex- 
port Controls  and  Policies  in  the  Far  East."  And  your  second  con- 
clusion is  as  follows : 

Administration  of  the  United  States  total  embargo  of  Communist  China 
appears  to  be  satisfactory.  But  in  the  absence  of  similar  action  by  the  western 
countries,  its  effects  on  the  Chinese  Communist  war  potential  are  probably 
short-lived  and  inconclusive. 

Now,  do  you  still  believe  that  policy  ? 

Mr.  Hansen.  I  still  believe  that  statement;  yes. 

Mr.  Flanagan.  Or  that  statement. 

Mr.  Hansen.  Yes. 

Mr.  Flanagan.  In  other  words,  do  you  now  think  that  the  ultimate 
objective  of  the  United  States  in  our  negotiations  with  our  western 
allies  should  be  to  get  them  to  embargo  their  ships  from  going  to 
Red  China? 

Mr.  Hansen.  I  believe  that  our  ultimate  objective  is  to  attempt  to 
get  these  other  countries  to  go  along  with  us  in  whatever  way  we  can 
to  keep  the  military  potential  of  China  from  being  increased  by 
intercourse  and  trade. 

Mr.  Flanagan.  Mr.  Hansen,  I  don't  understand  what  you  are 
talking  about,     See  if  you  can  answer  this  simple  question. 

Do  you,  as  a  responsible  Government  official,  now  say  that  the  ulti- 
mate objective  of  the  United  States  Government  is  to  try  to  get  our 
allies  to  do  as  we  are  doing,  namely,  to  embargo  their  ships  from 
going  to  Red  China?  Now,  is  that  or  is  it  not  our  ultimate  objective? 
I  think  you  can  answer  it  "Yes"  or  "No,"  and  if  you  want  to  qualify 
it  later,  go  ahead  and  qualify. 

Mr.  Hansen.  May  I  qualify  a  "Yes"  then  ? 

Mr.  Flanagan.  You  are  saying  "Yes"  with  qualifications? 

Mr.  Hansen.   I  am  saying  "Yes"  with  a  qualification. 

Mr.  Flanagan.  Let  me  read  from  Mr.  Stassen's  testimony  when 
he  appeared  before  this  committee  about  4  weeks  ago.  I  do  not  want 
to  seem  to  be  laboring  this  point,  but  we  cannot  seem  to  find  out  what 
our  objectives  are. 

The  Chairman.  It  is  a  very  important  point  to  labor,  Mr.  Flanagan. 
This  is  the  most  unusual  picture  I  have  ever  seen  develop,  and  you 
can  labor  just  as  long  as  you  want  to. 

Mr.  Flanagan.  Senator  McCarthy,  at  that  hearing  on  March  30, 
asked  this : 

The  question  was  this  :  You  just  stated  that  if  we  adopted  the  policy  of  opposing 
all  shipments  to  Red  China,  then  apparently  you  feel  the  British  might  go  along 
with  that. 

And  Mr.  Stassen  said : 

It  is  our  policy  to  endeavor  to  get  all  allies  to  stop  trading  with  China. 

Now,  is  or  is  not  that  our  policy  ?  Did  or  did  not  Mr.  Stassen  know 
what  he  was  talking  about  when  he  appeared  before  this  committee 
5  weeks  ago  ? 

Mr.  Hansen.  I  can  only  say  he  certainly  did.  The  point  which  I 
am  trying  to  bring  out  is  that  in  respect  of  this  trade,  it  depends  on 
what  measures,  and  when,  and  how  far  you  go,  in  attempting  to  bring 
your  allies  along  with  you,  in  any  policy  of  this  sort,  We  do  not 
want  any  strategic  materials  to  go  to  China. 
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Mr.  Flanagan.  That  we  know. 

Mr.  Hansen.  We  have  been  working  very  hard  on  the  situation  of 
keeping  strategic  materials  out. 

The  Chairman.  Well,  now,  just  a  minute.  You  know  that  we  are 
shipping  vast  amounts  of  rubber  into  Red  China. 

Mr.  Hansen.  No  ;  we  are  not. 

The  Chairman.  Do  you  know  how  much  rubber  Ceylon  shipped 
to  China  last  year? 

Mr.  Hansen.  The  amount  of  rubber  that  Ceylon  shipped  was,  I 
believe,  a  little  over  10,000  tons.  Ceylon  has  shipped  that  in  spite 
of  our  efforts. 

The  Chairman.  Do  you  know  how  much  the  shipment  of  rubber 
from  the  United  Kingdom  to  Red  China  has  increased  over  the  past 
year? 

Mr.  Hansen.  There  has  been  no  shipment  of  rubber  from  the 
United  Kingdom  to  Communist  China  over  the  period  of  the  last  year. 

The  Chairman.  All  right.  Then  let  us  not  quibble  over  terms. 
To  the  Soviet  bloc,  then,  so  that  it  can  be  transshipped  to  Red  China, 
Do  you  know  how  much  it  has  increased  over  the  past  year? 

Mr.  Hansen.  I  do  not  believe  it  has  increased,  except  as  I  explained 
in  my  previous  testimony,  that  the  shipments  that  occurred  in  1952 
were  in  many  respects  a  carryover  from  1951.  I  believe  that  the  final 
figures  will  bear  me  out  that  the  United  Kingdom  shipments,  counting 
also  Malaya,  have  continually  declined  in  terms  of  a  3-year  period. 

The  Chairman.  Does  the  figure  "88,000"  tons  sound  familiar  to 
you  ? 

Mr.  Hansen.  Yes.  sir. 

The  Chairman.  What  year  of  shipments  from  the  United  Kingdom 
to  the  Soviet  bloc  would  that  represent? 

Mr.  Hansen.  I  believe  that  was  1952. 

The  Chairman.  Does  the  figure  "42,000"'  tons,  have  any  ring  of 
familiarity  to  you  ? 

Mr.  Hansen.  Yes,  sir ;  I  believe  the  figure  was  forty-three-thousand- 
something. 

The  Chairman.  That  was  the  year  before? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  Let  me  ask  you  a  simple  question.  If  we  shipped 
43,000  tons  1  year  and  88,000  tons  the  following  year,  that  would 
mean  an  increase  of  how  many  thousand  tons  ? 

Mr.  Hansen.  Forty-five. 

The  Chairman.  That  would  be  almost  double,  would  it  not? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  Or  it  would  be  more  than  double. 

Mr.  Hansen.  Yes.  sir. 

The  Chairman.  Now  would  you  just  clear  up  your  previous  state- 
ment when  you  said  that  the  shipments  did  not  increase? 

Mr.  Hansen.  The  statement  that  I  have  tried  to  make  was  that 
in  terms  of  the  licenses  issued  by  the  United  Kingdom  Government, 
they  have  issued  about  the  same  number  of  licenses,  slightly  less,  I 
believe,  in  1952,  than  in  1951.  The  actual  shipments,  however,  for 
1951  occurred  in  the  early  part  of  1952,  because  of  a  shortage  of  ship- 
ping at  that  time  for  that  rubber. 

What  I  have  tried  to  point  out  here  was  that  whereas  in  1  year  the 
actual  physical  shipments  were  greater,  the  rate  of  shipment  by  the 
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United  Kingdom  has  not  necessarily  increased  over  at  least  a  3-year 

period. 

The  Chairman.  Mr.  Hansen,  the  Soviet  does  not  run  its  war  ma- 
chinery on  licenses.  They  run  their  tractors,  their  artillery  carriers, 
on  rubber,  the  rubber  that  arrives  in  the  Soviet-bloc  countries.  Now, 
it  is  a  fact,  is  it  not,  that  the  shipment  of  rubber,  which  is  certainly  a 
strategic  material,  doubled  in  1952  over  the  actual  shipment  in  1951? 

Mr.  Hansen.  Yes,  sir. 

Mr.  Flanagan.  And  on  that  point,  to  further  clarify  it,  according 
to  the  Natural  Rubber  Bureau,  which  is  an  international  organization, 
in  January  of  this  year,  Great  Britain  shipped  8,175  tons  of  rubber. 
Have  we  done  anything  to  try  to  cut  that  down? 

Mr.  Hansen.  We  haven't  done  anything  specific  on  that.  We  have 
been  continually  attempting  to  have  the  British  decrease  their  ship- 
ment of  rubber  to  the  Soviet  bloc. 

Mr.  Flanagan.  I  will  jump  you  back  a  moment. 

The  United  States  objects,  does  it  not,  strenuously,  to  the  shipment 
of  rubber  from  Ceylon  to  Red  China  ? 

Mr.  Hansen.  Yes. 

Mr.  Flanagan.  Have  we  made  any  representations  to  the  British 
Government  or  the  Ceylonese  Commonwealth? 

Mr.  Hansen.  We  have  not  made  representations  to  the  British 
Government.  We  have  made  representations  to  the  Government  of 
Ceylon. 

Mr.  Flanagan.  Why  have  we  not  made  any  representations  to  the 
British  Government? 

Mr.  Hansen.  Because  that  action  was  taken  by  the  Government  of 
Ceylon,  which,  although  under  the  Commonwealth,  is  fully  in  charge 
of  its  own  affairs. 

Mr.  Flanagan.  You  know,  do  you  not,  Mr.  Hansen,  that  about  40 
percent  or  more  of  the  lighterage  facilities  in  which  this  rubber  is 
carried  from  the  shore  to  the  Polish  ships  is  owned  by  British  com- 
panies in  Ceylon  ? 

Mr.  Hansen.  That  has  been  the  report ;  yes,  sir. 

Mr.  Flanagan.  Actually,  it  is  more  than  50  percent  of  the  lighter- 
age facilities  that  are  owned  by  British  companies? 

Mr.  Hansen.  That  is  right. 

Mr.  Flanagan.  Now,  do  you  also  know  that  41  percent  of  the 
rubber  grown  in  Ceylon  is  grown  by  British  citizens,  not  Ceylonese 
but  Britons? 

Mr.  Hansen.  Yes,  sir. 

Mr.  Flanagan.  Now,  in  view  of  that,  the  fact  that  over  41  percent 
is  grown  by  British  citizens,  and  that  over  50  percent  of  the  lighterage 
facilities  absolutely  necessary  to  get  that  to  the  Polish  boats  to  get  it 
to  China  is  owned  by  British  companies,  why  have  we  not  gone  to  the 
British  and  asked  them  to  do  something  about  their  nationals  and 
asked  them  to  do  something  about  that  rubber  which  is  probably  being 
used  against  us  in  Korea? 

Mr.  Hansen.  I  am  trying  to  find,  Mr.  Kennedy,  the  reply  we  made 
to  you  on  this  question. 

Mr.  Kennedy.  I  think  it  was  a  reply  given  to  me  over  the  phone. 
I  don't  think  any  written  memorandum  was  ever  sent. 

The  Chairman.  Can  you  not  answer  without  that  ? 
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Mr.  Hansen.  I  will  attempt  to  do  that  without  reference  to  my 
notes. 

As  I  recall,  the  explanation  given  to  me  on  this  is  that  the  position  at 
one  time  was  taken  by  some  of  the  British  lighter  companies  or  plan- 
tation owners  in  Ceylon — I  forget  which  it  was — where  they  asked  the 
Prime  Minister  whether  they  would  be  required  to  either  carry  these 
goods  out  to  the  ships,  or,  in  some  other  way,  manage  the  movement 
of  this  rubber  so  that  it  could  get  to  China. 

I  understood  the  answer  given  by  the  Prime  Minister  was  that  if 
necessary  the  Government  of  Ceylon  would  requisition  such  facilities 
and  do  it  themselves.  As  a  matter  of  fact,  the  Government  of  Ceylon 
itself  is  carrying  out  this  contract  and  is  itself  purchasing  the  rubber 
from  the  plantations  for  resale  to  China. 

The  Chairman.  Do  you  know  how  much  American  money  was  spent 
in  Ceylon  over  the  past  3  or  4  years  ? 

Mr.  Hansen.  I  do  not.    There  is  no  aid  at  present. 

The  Chairman.  Do  you  know  how  much  American  money  was 
spent  on  construction  in  Ceylon  over  the  past  5  years  ? 

Mr.  Hansen.  I  do  not. 

The  Chairman.  Don't  you  know  ? 

Mr.  Hansen.  No,  sir. 

The  Chairman.  Would  it  not  be  a  good  idea  for  you  to  find  out,  if 
you  are  going  to  apply  pressure  to  make  them  quit  giving  our  enemy 
the  rubber? 

Mr.  Hansen.  I  don't  quite  get  your  question,  Senator.  You  mean 
retroactively  ? 

The  Chairman.  Do  you  not  think  that  over  in  your  department 
your  right  hand  should  know  what  your  left  hand  is  doing,  and  if  we 
are  aiding  Ceylon  by  spending  American  dollars  over  there,  you  should 
know  that,  when  you  are  asking  the  Ceylon ese  Government  to  dis- 
continue the  shipment? 

Mr.  Hansen.  I  stated  earlier:  We  are  not  giving  aid  at  the  present 
time,  nor  did  we  at  the  time  this  contract  was  taken. 

The  Chairman.  Let  us  not  quibble  over  terms.  Do  you  know  how 
much  money  we  have  spent  in  Ceylon  ? 

Mr.  Hansen.  The  United  States  Government? 

The  Chairman.  Yes. 

Mr.  Hansen.  I  do  not  know.  I  do  know  that  at  the  time  the  con- 
tract on  China  and  rubber  came  up,  Ceylon  was  not  receiving  aid 
from  the  United  States.  I  do  not  know  what  we  are  spending  in  there 
for  procurement  services.  I  do  know  that  we  are  buying  rubber  and 
other  items  from  Ceylon  ourselves. 

The  Chairman.  Did  you  read  the  testimony  of  the  witness  who 
appeared  before  our  committee  investigating  the  Voice  of  America, 
the  witness  who  was  sent  to  Ceylon  to  supervise  the  expenditure  of 
American  money,  and  who  objected  to  having  anything  spent,  because 
the  Ceylonese  were  shipping  rubber  to  Red  China  ?  Did  you  read  that 
testimony? 

Mr.  Hansen.  I  am  afraid  I  missed  it. 

The  Chairman.  I  think  you  should,  don't  you? 

Mr.  Hansen.  If  that  is  what  he  stated,  I  would  like  to  hear  it. 

Senator  Symington.  Mr.  Hansen,  I  came  in  a  little  late.  I  am 
sorry.    Would  you  mind  telling  me  what  your  position  is? 
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Mr.  Hansen.  I  am  the  Acting  Deputy  Administrator  for  Mutual 
Defense  Assistance  Control  under  Governor  Stassen. 

Senator  Symington.  And  how  long  have  you  been  with  the  agency  ? 

Mr.  Hansen.  In  that  capacity,  the  last  3  months ;  previous  to  that, 
as  assistant,  since  October  1951. 

Senator  Symington.  Were  you  doing  the  same  work? 

Mr.  Hansen.  Yes,  sir. 

Senator  Symington.  In  that  agency  ? 

Mr.  Hansen.  Yes,  sir. 

Senator  Symington.  Has  the  policy  of  the  Government  changed 
witii  respect  to  shipping  war  goods  to  Communist  China  since  you 
have  been  with  it? 

Mr.  Hansen.  Not  in  respect  of  shipping  war  goods  at  all ;  no. 

Senator  Symington.  How  about  shipping  any  goods? 

Mr.  Hansen.  It  has  not  changed  in  that  respect,  except  that  we 
have  attempted  to  take  some  new  measures,  and  certainly  to  explore 
a  great  number.     We  are  presently  exploring  a  number  of  possibilities. 

Senator  Symington.  Have  you  issued  any  directives  to  change  the 
policies,  the  past  policies? 

Mr.  Hansen.  Senator  Symington,  are  you  asking  with  respect  to 
the  United  States  ships  and  shipping,  or  with  respect  to  the  overall 
program  and  policies  ? 

Senator  Symington.  I  am  asking  you  if  the  Mutual  Security 
Agency  has  issued  any  directives  with  respect  to  sending  war  ma- 
terials or  nonwar  materials,  nevertheless  desired  by  the  Communists, 
into  Communist  China. 

Mr.  Hansen.  No,  sir,  we  have  not  issued  any  directives. 

Senator  Symington.  Now,  as  far  as  Ceylon  is  concerned,  is  that  con- 
t rolled  by  the  British? 

Mr.  Hansen.  No,  sir ;  it  is  not. 

Senator  Symington.  It  is  not.     It  is  completely  independent? 

Mr.  Hansen.  It  is  independent. 

Senator  Symington.  You  remember,  in  the  summer  of  1950,  the 
British  were  shipping  rubber  out  of  Singapore  directly  into  Odessa,  as 
I  remember  it. 

Mr.  Hansen.  Yes,  sir. 

Senator  Symington.  And  due  to  protests  that  was  stopped. 
Eight? 

Mr.  Hansen.  Into  Odessa  ? 

Senator  Symington.  Yes. 

Mr.  Hansen.  I  don't  recall  that  particular  thing.  I  do  know  that 
since  the  UN  resolution  of  May  18,  1951,  the  British  have  not  shipped 
any  rubber  to  Communist  China,  and  no  one  with  the  exception  of 
Ceylon  has  done  so. 

Senator  Symington.  Well,  you  remember  Mr.  Lee  in  Singapore, 
who  I  think  was  a  British  subject,  was,  I  believe,  the  largest  operator 
in  rubber. 

Mr.  Hansen.  Yes,  sir. 

Senator  Symington.  And  a  protest  was  made,  and  then  the  British 
stopped  shipping  rubber  into  Communist  China  in  their  own  bottoms, 
as  I  remember  it.  Would  you  call  this  Ceylon  development  an  effort 
to  get  around  that  decision  not  to  ship  any  more  rubber  ? 

Mr.  Hansen.  Yes,  sir.  The  decision  by  the  Government  of  Ceylon 
to  ship  rubber  to  Communist  China  has  broken  the  united  front,  which 
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was  achieved  under  the  U.  N.  resolution,  which  called  for  the  stoppage 
of  shipments  of  strategic  goods  to  the  Communist  Chinese. 

Senator  Symington.  But  you  do  not  feel  that  if  the  allies  of  the 
free  world  were  together  they  could  prevent  the  Ceylonese  from  ship- 
ping that  rubber  into  Communist  China? 

Mr.  Hansen.  It  is  very  difficult  to  say  whether  they  could  prevent 
it.  A  number  of  other  governments  have  discussed  this  problem  with 
the  Ceylonese  Government  and  have  expressed  their  dissatisfaction 

on  it. 

Senator  Symington.  Sometimes  the  chairman  feels  that  there  have 
been  a  lot  of  changes  since  the  20th  of  January  with  respect  to  our 
policies,  and  in  in  this  case,  as  I  listen  to  you,  and  I  want  to  be  cor- 
rected if  I  am  wrong,  the  policies  that  the  Mutual  Security  Agency 
have  been  running  in  the  last  few  months  have  been  the  same  as  the 
policies  that  we  have  had  before.     Is  that  correct? 

Mr.  Hansen.  That  is  not  altogether  correct,  sir,  in  this  respect: 
First  of  all,  the  policies  with  respect  to  strategic  shipments  and  con- 
trol of  other  countries  over  their  trade  were  set  down  in  the  law.  It 
has  been  a  matter  in  great  degree  of  interpretation  of  that  law. 
Since  the  20th  of  January,  there  has  been  an  intensive  review  of  the 
activities  which  have  been  carried  on  in  this  field.  There  has  been 
in  many  respects  a  keying  up  of  certain  of  the  key  negotiations  that  we 
are  working  on.  And  there  has  very  specifically  been  requested  by 
the  Governor  a  review  of  the  entire  policies  in  this  field  in  the  light  of 
other  policies  relative  to  Mutual  Security  that  we  are  carrying  out. 
It  does  not  really  relate  to  the  matter  of  new  directives.  There  have 
been  a  number  of  new  instructions  issued  to  the  various  diplomatic 
missions  throughout  the  world  by  the  Department  of  State  on  advice 
and  on  request,  very  often,  of  the  Director  for  Mutual  Security.  We 
have  not  issued  any  new  directives. 

Senator  Symington.  I  am  not  necessarily  criticizing  what  is  being 
done. 

Mr.  Hansen.  I  realize  that. 

Senator  Symington.  And  I  would  just  like  to  get  for  the  record, 
though,  and  understand  it  myself,  that  3^011  have  been  investigating 
this  matter  since  the  20th  of  January,  but  what  you  are  really  doing 
now  is  what  was  done  before  the  20th  of  January.     Is  that  right? 

Mr.  Hansen.  No,  sir.     That  is  not  quite  right. 

Senator  Symington.  Except  for  the  investigating,  are  there  any 
actions  that  have  been  taken? 

Mr.  Hansen.  Well,  a  number  of  negotiating  actions  have  been 
taken. 

Senator  Symington.  Well,  negotiation  is  not  action. 

Have  there  been  any  results  of  negotiation  to  change  the  policy? 

Mr.  Hansen.  Yes;  there  have  been  some  very  remarkable  results. 

Senator  Symington.  Would  you  care  to  discuss  those  a  little  bit? 

Mr.  Hansen.  Yes,  sir,  I  would. 

In  the  first  place,  I  think  the  committee  is  familiar  with  the  results 
of  the  recent  Eden-Dulles  conversations  with  respect  to  British  ship- 
ping controls;  with  the  French,  and  with  the  Germans.  I  believe  the 
committee  is  familiar  with  the  fact  that  the  Greek  Government  has 
taken  action  in  this  field.  Just  recently,  the  Netherlands  Government 
took  formal  action. 

Senator  Symington.  What  action  did  they  take  ? 
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Mr.  Hansen.  The  action  taken  by  the  Netherlands  was  to  institute 
a  similar  procedure  to  that  of  the  British,  of  licensing  of  ships  and 
shipments  to  Communist  China. 

Senator  Symington.  Have  these  actions  resulted  in  a  stoppage  °f 
trade  with  Communist  China? 

Mr.  Hansen.  No,  sir;  they  have  not. 

Senator  Symington.  On  the  part  of  the  free  world  ? 

Mr.  Hansen.  No,  sir;  they  have  not  resulted  in  that  because  the 
system  calls  for  no  movement  approved  by  that  government  of 
strategic  materials  or  materials  considered  by  that  government  to  be 
strategic.  Now,  these  materials  are  generally  agreed  among  all  the 
governments. 

Senator  Symington.  What  I  do  not  understand  is  this:  We  are 
putting  up  the  money,  this  country  is,  in  order  to  stockpile  our  require- 
ments for  military  aid  in  case  of  a  war,  which  will  also  protect  these 
other  countries.     That  is  correct,  is  it  not  ? 

Mr.  Hansen.  Yes,  sir. 

Senator  Symington.  .Now,  inasmuch  as  we  are  putting  up  the 
money,  and  inasmuch  as  we  do  not  think  it  is  right  to  ship  these  things 
into  Communist  China,  then  why  can  we  not  stop  it  ? 

Mr.  Hansen.  The  reason  we  can't  stop  it,  sir,  is  because  it  just  is  not 
as  simple  as  that.  It  does  not  relate  to  just  this  program.  This  pro- 
gram is  only  one  part  of  the  entire  program,  and  it  must  be  keyed  in 
to  them. 

Senator  Symington.  Do  you  think  it  ever  will  be  stopped  ? 

Mr.  Hansen.  I  couldn't  hazard  a  guess.  I  do  know  that  we  have 
felt  that  there  has  been  very  -appreciable  progress  in  the  cutting  down 
of  what  might  be  strategic  items  to  Communist  China  and  to  the  Soviet 
bloc,  and  further  progress  in  the  ancillary  controls,  such  as  shipping, 
which  I  am  trying  to  testify  on  today. 

Mr.  Flanagan.  But  on  that  point,  has  there  been  any  progress  in 
cutting  down  what  you  call  nonstrategic  and  general  commerce  ? 

Mr.  Hansen.  We  have  not  intended  in  respect  of  the  entire  Soviet 
bloc  to  cut  down  on  nonstrategic  trade. 

Mr.  Flanagan.  That  comes  down  to  the  questions  we  were  asking 
when  Senator  Symington  came  in.  What  is  the  ultimate  objective? 
I  am  still  trying  to  find  the  answer  to  that,  and  if  you  don't  know  it, 
I  would  like  to  ask  Mr.  Leddy. 

What  is  the  ultimate  objective  of  the  United  States  Government 
with  regard  to  the  movement  of  cargoes  in  and  out  of  Communist 
China  on  the  part  of  our  western-flag  vessels?  Do  you  know,  Mr. 
Leddy? 

Mr.  Leddy.  Yes,  I  would  like  to  speak  to  that  point,  if  I  may. 

I  have  a  statement  here,  Mr.  Chairman,  that  I  would  like  to  submit 
for  the  record.  I  don't  think  it  is  necessary  to  read  it  all  at  the 
moment.     I  would  like  to  focus  on  Mr.  Flanagan's  point. 

The  Chairman.  It  will  all  be  received  for  the  record,  and  you  mav 
focus  on  such  parts  as  you  want. 

Mr.  Leddy.  Thank  you  very  much. 

First,  we  all  know  that  we  have  had  a  complete  severance  of  all 
economic  transactions  with  China. 

Senator  Symington.  Can  I  interrupt  there  ?  If  we  have  a  com- 
plete embargo  on  that,  and  are  furnishing  hundreds  of  millions  r>* 
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dollars  to  the  other  nations  of  the  free  world,  and  they  in  turn  are 
shipping  things  into  Communist  China,  is  it  not  a  distinction  without 
a  difference  (  And  actually  what  we  are  doing  is  financing  the  coun- 
tries that  are  financing  Communist  China? 

.Mr.  Leddy.  Well,  sir,  if  I  may  go  on  to  comment  on  that 

Senator  Symington.  I  just  asked  you  that  question,  and  then  I 
will  not  ask  you  further. 

Mr.  Leddy.  I  think  it  can  be  described  that  way  in  one  sense,  but 
there  are  problems  as  to  trying  to  get  out  of  this  difficulty.  I  would 
like  to  comment  on  that  a  little  further. 

Now,  what  I  wanted  to  say  about  the  basis  of  our  own  action :  I  think 
it  rests  not  only  on  the  security  aspect  of  it.  It  also  rests  on  a  moral 
sanction.  In  other  words,  we  feel  our  action  is  based  upon  a  punitive 
measure  against  an  aggressor,  and  not  solely  this  question  of  contribut- 
ing  to  the  military  potential;  because  that,  I  think,  involves  some 
other  problems,  when  you  look  at  trade  in  relation  to  military 
potential. 

Now,  the  question  is :  What  about  other  countries?  This  is  all  right 
for  the  United  States,  but  what  about  others? 

I  think  the  truth  is  that  if  other  governments  were  perfectly  pre- 
pared to  adopt  our  policy,  and  if  this  would  not  have  an  adverse  effect 
on  their  own  political,  military,  and  economic  positions,  as  some  of 
them  have  said,  Hong  Kong  for  example,  then  clearly  we  would  all  be 
very  happy  about  that  situation. 

Mr.  Flanagan.  Right  on  that  point,  Mr.  Leddy,  and  I  hate  to 
keep  interrupting:  Our  embargo  of  China  and  our  war  in  Korea  are 
having  somewhat  of  an  economic  effect  on  the  United  States;  are  they 
not? 

Mr.  Leddy.  Of  course  they  are. 

Mr.  Flanagan.  With  that  in  mind,  is  there  any  reason  to  believe 
that  we  should  not  ask  our  allies  to  do  something  which  would  have 
somewhat  of  an  economic  effect  on  their  life? 

Mr.  Leddy.  Mr.  Flanagan,  I  am  not  speaking  solely  of  an  economic 
effect.  I  am  speaking  also  of  the  dangers  which  might  arise  with 
respect  to  the  position  of  Hong  Kong  and  Malaya.  Now,  I  am  not 
taking  the  position  here  of  defending  what  other  governments  say  or 

1 1 1  i  nk. 

Senator  Symington.  What  is  the  problem  that  you  talk  about  there? 

Mr.  Leddy.  I  mean  the  problem  that  if  there  are  to  be  cuts  of  all 
trade,  all  shipping,  vis-a-vis  Communist  China,  there  is  the  fear  that 
this  may  create  a  danger  for  tire  position  of  Hong  Kong,  which  is 
dependent  on  the  mainland  of  Communist  China  for  certain  foodstuffs, 
and  so  forth,  and  also  Malaya.  As  you  know,  there  is  now  fighting 
going  on  in  Malaya  against  local  Communist  guerrilla  activity. 

All  I  am  putting  before  you  is  not  my  own  view  or  my  own  judg- 
ment; I  am  trying  to  give  you  the  flavor  of  the  position  other  countries 
adopt. 

Senator  Symington.  I  think  your  point  is  well  taken,  but  let  us 
go  into  it  a  little  deeper.  Let  us  take  Malaya.  They  have  two  pri- 
ma ry  exports,  tin  and  rubber.    Is  that  right? 

Mr.  Leddy.  Yes,  sir. 

Senator  Symington.  Now,  the  profits  that  the  people  in  Malaya 
were  making  as  a  result  of  our  policies  were  over  500  percent  net. 
And  certainly  that  shows  a  desire  on  our  part  to  cooperate,  inasmuch 
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as  we  were  buying  at  least  80  percent  of  the  world's  tin  market,  and 
we  were  giving  them  over  500  percent  net  profit. 

In  the  case  of  rubber,  as  you  know,  the  price  of  rubber  went  up. 
We  have  been  buying  rubber  very  heavily,  and  they  have  sold  more 
rubber  than  they  have  ever  sold  before  over  the  years. 

Is  that  not  indicative  of  a  desire  to  cooperate  on  our  part? 

Mr.  Leddy.  Yes,  sir. 

Senator  Symington.  Well,  how  far  can  we  cooperate  by  competing 
in  an  open  market  against  those  to  whom  we  are  lending  and  giving, 
without  bankrupting  the  United  States  ?  Is  that  not  what  we  are  talk- 
ing about? 

Mr.  Leddy.  Senator,  all  I  am  trying  to  do  is  to  lay  before  the  com- 
mittee some  of  the  considerations  that  we  run  into. 

Senator  Symington.  Well,  presumably,  you  came  up  here  to  dis- 
cuss this  matter,  and,  therefore,  you  do  not  mind  our  asking  you 
questions  about  it? 

Mr.  Leddy.  Not  at  all. 

Senator  Symington.  And  you  present  the  case  which  is  presumably 
the  case  of  your  department  and  yourself,  and  we  have  a  right  to  ask 
questions  against  the  case  you  present,  have  we  not? 

Mr.  Leddy.  Yes,  sir. 

Senator  Symington.  That  is  all  I  am  trying  to  do.  I  am  trying  to 
clear  that  up.  Hong  Kong  and  Malaya  have  gone  a  long  way.  I  do 
know  the  Malaya  story.  We  have  given  them  far  greater  profits  on 
their  sales  than  I  have  ever  heard  of  in  this  line  of  work.  All  I  ask 
is :  How  far  can  you  go? 

Mr.  Leddy.  My  only  point,  Senator,  is  that  I  was  not  seeking  to 
defend  arguments  that  other  governments  make.  I  was  simply  trying 
to  explain  the  position  that  they  take,  because  what  we  are  dealing 
with  here  is  their  control  systems.  In  other  words,  we  are  trying  to 
get  them  to  work  with  us  in  adopting  the  necessary  controls. 

Senator  Symington.  But  you  are  giving  them  the  money  and 
lending  them  the  money  that  makes  it  possible  for  them  to  have  any 
kind  of  a  system.  So  do  you  not  have  any  position  with  respect  to 
their  policies  ? 

Mr.  Leddy.  Senator,  of  course  we  do. 

Mr.  Flanagan.  That  is  the  very  thing  that  we  asked  here,  and  I 
thought  you  would  answer  without  reading  your  prepared  statement. 

Mr.  Leddy.  I  was  going  to  try  to  get  to  this  main  point,  that  other 
governments  have  not  seen  this  in  exactly  the  same  way  that  we  do. 
They  have  agreed  to  this  point.  They  say,  "We  will  cooperate  with 
you  to  cut  out  the  shipment  of  strategic  items  to  Communist  China 
which,  in  our  judgment,  will  contribute  to  their  war  potential." 

The  Chairman.  Mr.  Leddy,  could  you  answer  the  question  which 
Mr.  Flanagan  asked  Mr.  Hansen  repeatedly  ?  That  is :  What  is  our 
policy  in  regard  to  trading  with  Red  China  ? 

Mr.  Leddy.  Yes,  sir. 

The  Chairman.  On  the  part  of  all  western  flag  vessels,  is  it  our 
position  that  that  should  be  discontinued  completely,  or  do  we  still 
have  to  study  that,  or  do  we  feel  that  some  of  that  shipping  should 
continue  ? 

Mr.  Leddy.  Senator,  the  negotiating 

The  Chairman.  I  do  not  care  about  the  negotiating.  I  would  like 
to  know  what  the  policy  is. 
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Mr.  Leddy.  The  policy  objectives,  which  operate  upon  the  State 
Department  as  instructions  for  our  negotiations,  do  not,  under  existing 
directives,  go  that  far. 

Mr.  Flanagan.  Now,  on  that  point  again,  and  I  hate  to  interrupt: 
We  have  been  trying  to  find  this  out  for  a  long  time.  We  know  that 
the  State  Department  is  negotiating.  We  know  that  MSA  is  working 
on  the  problem.  I  don't  think,  in  my  own  simple  way,  that  anybody 
can  negotiate  unless  you  know  what  your  ultimate  objective  is,  what 
you  are  negotiating  for.  Now,  you  say  here  that  that  is  not  your 
ultimate  objective.  Again,  I  will  have  to  refer  to  another  part  of  the 
testimony  that  was  given  before  this  committee  on  March  30,  when  the 
Chairman  again  was  trying  to  find  out  the  answer  to  this  same  ques- 
tion, and  we  asked  Governor  Stassen,  and  the  Chairman  asked  it  very 
directly,  and  I  am  quoting  the  Chairman : 

Is  it  your  testimony  that  you  are  working  toward  getting  all  British-flag 
vessels  to  discontinue  trade  with  Red  China? 

Mr.  Stassen  said: 

We  are  working  to  close  out  all  trade  with  Red  China. 

Now,  is  that  or  is  it  not  a  true  statement  of  the  policy  of  the  United 
States  Government  ? 

Mr.  Leddy.  Mr.  Flanagan,  all  I  can  do  is  to  read  to  you  what  is  a 
paraphrase  of  the  directives  which  operate  as  negotiating  instructions 
of  the  State  Department. 

The  Chairman.  Mr.  Leddy,  you  were  sent  down  here  to  represent 
the  State  Department? 

Mr.  Leddy.  Yes,  sir. 

The  Chairman.  We  assume  that  you  can  answer  these  questions. 
That  is  a  very  simple  question.  Do  you  agree  that  what  Mr.  Stassen 
said  is  the  policy  of  the  Department;  or  is  it  not?  In  other  words, 
is  it  the  policy  to  try  to  discontinue  all  shipping  by  our  allied  flag 
vessels  with  Red  China?  Is  that  our  policy?  Stassen  says  it  is. 
What  do  you  say  ? 

Mr.  Leddy.  Senator,  we  are  not  seeking  at  this  time  the  discontinua- 
tion of  all  trade  and  all  shipping  with  Red  China. 

Mr.  Flanagan.  This  may  sound  a  bit  facetious,  Mr.  Leddy,  but 
somebody  ought  to  let  Mr.  Stassen  know  that. 

Mr.  Leddy.  Well,  sir;  I  wanted  to  read  to  you  what  were  the  oper- 
ating directives.  Now,  the  State  Department  does  not  decide  this 
for  itself.  This  is  an  interagency  operation.  All  points  of  view 
come  up  in  the  interagency  group,  and  where  there  are  differences  of 
view,  it  goes  to  the  top  of  the  Government.  Once  those  decisions  are 
made,  we  are  supposed  to  carry  them  out.     I  wanted  to  get  that  clear. 

Senator  Symington.  Let  me  pursue  this  from  a  little  different 
angle,  if  I  may.  You  have  a  policy.  There  was  a  report  that  was 
signed  by  all  the  Democratic  and  Republican  members  of  the  Senate 
last  September.  It  was  a  unanimous  report.  And  it  said  that  if 
policies  of  this  kind  had  gone  on  in  the  tin  program,  which  is  perti- 
nent to  this  discussion,  because  you  mentioned  Malaya,  it  would  have 
cost  the  American  taxpayers  $500  million.  There  are  other  policies 
that  have  gone  on,  that  the  Senate  did  not  look  into  from  the  stand- 
point of  buying  in  the  open  market  from  those  that  we  have  been 
subsidizing,  and  therefore,  we  have  lost  a  lot  of  this  money  that  we 
might,  by  having  a  stricter  policy,  as  I  see  it,  have  saved. 
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Now,  is  it  not  ironical  to  you  that  at  the  same  time  people  today, 
like  the  Secretary  of  Defense  and  the  Secretary  of  the  Treasury,  are 
talking  about  the  importance  of  getting  a  harder  dollar,  or,  putting 
it  another  way,  buying  more  defense  with  the  same  dollar,  we  are  say- 
ing  that  it  is  our  policy,  on  the  other  side  of  the  Government,  that  we 
are  recommending,  or  going  through,  or  carrying  out,  a  more  liberal 
program  to  the  point  where  we  are  subsidizing  these  countries  at  our 
own  expense  when  we  go  to  buy  the  materials  which  we  need  for  that 
war  machine  which  in  turn  protects  them?  How  would  you  justify 
these  policies  with  respect  to  letting  these  people  sell  at  a  profit  and 
build  up  the  prices  in  the  world  market,  with  the  idea  that  you  want 
to  see  more  bought  with  your  dollar  for  defense? 

Mr.  Leddy.  Well,  Senator,  all  I  can  say  to  that  is  that  the  other 
governments  concerned,  whose  cooperation  we  are  trying  to  get,  point 
out  the  other  side  of  the  coin.  They  do  get  things  back  from  Commu- 
nist China  for  what  they  sell.  For  example,  in  the  recent  case  of 
Japan,  I  think  their  imports — I  have  forgotten  what  the  period  is; 
perhaps  you  know,  Mr.  Hansen — were  in  the  neighborhood  of  $11  mil- 
lion or  $12  million,  and  their  exports  $700,000.  And  what  they  insist 
upon  is  that  both  sides  be  measured. 

They  do  agree,  however,  that  strategic  items  ought  not  to  go. 

Senator  Symington.  I  would  like  to  make  one  observation  on  this. 
That  is  that  the  wisest  man  on  controls  that  I  have  ever  talked  to  when 
I  was  interested  in  that  part  of  the  Government  was  Mr.  Baruch.  And 
if  the  policies  that  you  are  purusing  now  are  right,  then,  based  on  his 
knowledge  of  mobilization  and  world  markets  in  2  world  wars,  he  is 
100  percent  wrong. 

The  Chairman.  Could  you  tell  us  this,  Mr.  Leddy.  You  say  the 
policy  is  to  not  discontinue  all  shipping  by  our  allies  to  Red  China. 
Is  it  a  fair  statement,  then,  to  say  that  the  policy  of  the  State  Depart- 
ment is  to  continue  some  shipping  to  Red  China  on  the  part  of  our 
allies? 

Mr.  Leddy.  Senator,  we  do  not  encourage  any  shipping  to  Red 
China.  We  are  trying  to  get  other  governments  to  cooperate  with  us 
on  cutting  it  down.    That  is  the  point. 

The  Chairman.  How  much  do  you  want  it  cut  down?  You  say  it 
is  not  the  policy  to  discontinue  completely.  How  much  do  you  want 
to  cut  down?  You  must  know,  when  you  are  doing  this  negotiating 
that  you  are  talking  about,  how  much  you  want  to  cut  down.  What 
is  your  target? 

Mr.  Leddy.  I  would  not  wish  to  place  a  limit  on  our  target,  Senator. 
At  the  moment,  we  want  to  tighten  up  and  control  those  things  which 
are  most  important.    I  would  not  want  to  say  that  we  would  stop  there. 

The  Chairman.  How  would  you  be  in  a  position  to  know  where  you 
want  to  stop  ?  You  see,  if  you  are  negotiating,  representing  the  Ameri- 
can people,  you  must  know  how  far  you  want  to  go.  You  must  know 
where  you  are  aiming,  what  you  must  do  to  have  your  program  suc- 
cessful.   Can  you  or  anj^one  else  tell  us  that  now  ? 

Do  you  follow  me,  sir  ?  You  have  told  us  it  was  not  our  object  to  cut 
off  all  the  shipping.  You  say  we  should  let  some  shipping  continue. 
I  want  to  know  how  much  shipping  you  want  to  allow  to  continue. 

Mr.  Leddy.  We  want  to  allow  all  shipping  which  would  contribute 
to  the  military  potential  of  this  country,  and  we  want,  as  one  step,  to 
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cut  off  all  shipping  which  could  be  used  for  the  carriage  of  strategic 
commodities.  1  do  not  wish  to  suggest  that  we  would  not  wish  to 
broaden  that  at  any  stage.    I  don't  want  to  tie  our  hands. 

The  Chairman.  The  Assistant  Secretary  of  Defense  was  before  this 
committee,  and  he  said  that  any  shipping  that  went  to  the  enemy  would 
aid  his  economy  and  increase  his  war  potential.  Do  you  disagree  with 
that? 

Mr.  Leddy.  Senator,  I  would  say  that  that  is  a  view  of  the  Defense 
Department. 

The  Chairman.  I  say :  Do  you  disagree  ?  You  are  here  represent- 
ing the  State  Department  today.  We  asked  them  to  send  their  man 
down  to  speak  for  the  State  Department.  You  are  here  doing  that. 
I  want  to  know :  Do  you  disagree  with  the  Defense  Department,  that 
says,  "Every  ton  that  you  send  in  to  the  enemy  helps  him,  increases  his 
war  potential,"  meaning  thereby  that  more.  Americans  will  die  because 
of  that  shipping.    Do  you  agree  or  disagree  with  that? 

Mr.  Leddy.  I  would  disagree  with  that,  sir. 

The  Chairman.  You  disagree  with  that? 

Mr.  Leddy.  Yes,  sir.  It  depends  upon  what  comes  back  out  and 
what  the  nature  of  the  commodity  is  that  goes  in. 

The  Chairman.  And  you  say  the  State  Department  disagrees  with 
the  Defense  Department  on  this  ? 

Mr.  Leddy.  Senator,  all  I  can  say  is  that  we  operate  under  an  ap- 
praisal which  is  an  interdepartmental  appraisal  based  on  intelligence 
sources. 

The  Chairman.  All  right.  I  am  going  to  get  back  to  this  question. 
Is  it  your  testimony  that  the  State  Department  disagrees  with  the 
Department  of  Defense  when  the  Department  of  Defense  says  that 
every  ton  of  materials  sent  into  Red  China  increases  their  war 
potential? 

Mr.  Leddy.  Senator,  I  think  that  is  only  one  side  of  the  transaction ; 
that  you  have  to  take  a  net  position.  It  is  what  goes  in  as  against  what 
goes  out. 

Senator  Symington.  Let  me  ask  you  a  question  there.  Suppose  you 
have  a  certain  amount  of  something,  whether  it  is  currency  or  whether 
it  is  barter  or  whether  it  is  a  fiscal  exchange.  Now,  if  you  need  both 
food  and  guns,  and  somebody  ships  you  the  food,  does  that  not  mean 
that  yon  have  more  to  pay  for  the  guns,  if  you  cannot  get  the  guns? 

Mr.  Leddy.  Senator,  you  have  to  pay  for  it  in  some  way.  You  have 
to  ship  something. 

Senator  Symington.  Yes.  We  will  say  that  the  Chinese  Com- 
munists have  a  dollar  in  gold,  and  that  they  have  to  buy  food,  and  that 
they  have  to  buy  guns.  Now,  they  do  not  know  which  they  are  going 
to  buy,  and  they  cannot  get  the  food,  and  they  cannot  get  the  guns. 
Well,  if  they  are  supplied,  through  barter,  the  food,  then  they  have 
more  in  the  way  of  dollars  for  guns,  have  they  not? 

Mr.  Leddy.  Senator,  they  have  to  obtain  the  dollar  or  the  gold  some 
way,  and  they  can  only  obtain  that  through  shipping. 

Senator  Symington.  But  they  do  not  have  to  obtain  it  in  dollars. 

Mr.  Leddy.  This  cannot  go  on  forever.  If  you  are  going  to  import 
something,  you  have  to  export  something  in  payment.  I  think  that  is 
where  the  problem  is.  I  think  that  is  where  you  get  into  this  prin- 
ciple of  the  net  effect. 
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Senator  Symington.  But  the  whole  theory  of  an  embargo  is  the  pre- 
vention of  an  export  and  the  prevention  of  an  import,  is  it  not? 

Mr.  Leddy.  That  is  right. 

Senator  Symington.  And  is  that  not  supposed  to  be  a  sound  thing 
to  do  from  a  military  standpoint  ? 

Mr.  Leddy.  Not  necessarily,  Senator.  I  would  not  think  that  in 
connection  with  the  trade  between  Western  Europe  and  the  Soviet  bloc 
you  could  say  that  a  complete  embargo  both  ways 

Mr.  Flanagan.  We  are  talking  about  China  now. 

Senator  Symington.  Let  me  ask  just  one  more  question.  We  are 
fighting  the  Chinese  Communists,  are  we  not? 

Mr.  Leddy.  Yes,  sir. 

Senator  Symington.  The  easier  we  make  it  for  them  to  get  those 
materials,  both  military  and  nonmilitary,  to  run  their  economy  and 
their  military  setup,  then  automatically  the  harder  we  make  it  for 
ourselves  to  beat  them.    Is  that  not  logical  ? 

Mr.  Leddy.  Senator,  I  just  want  to  say,  as  I  said  at  the  beginning, 
if  other  governments  were  prepared  to  do  exactly  as  we  did,  if  their 
judgments  were  wrong,  that  such  action  would  create  more  damage  to 
them  and  to  our  own  cooperative  defense  effort  than  to  the  Chinese, 
then  I  think  we  would  all  be  happy  to  see  the  trade  cut  off. 

Senator  Symington.  Then  what  you  are  really  saying  is,  is  it  not, 
that  it  is  better  for  us  to  make  it  easier  for  the  Chinese  to  fight  the  war, 
because  if  we  did  not  it  would  be  harder  on  the  other  countries  to  carry 
on  with  this  while  we  fight  the  war?    Is  that  a  fair  statement? 

Mr.  Leddy.  Senator,  I  don't  think  it  is  a  fair  statement,  if  I  may  say 
so.  I  think  we  are  concerned  about  the  strength  of  the  other  govern- 
ments who  are  working  with  us  here. 

Now,  they  have  pointed  out  that  certain  exports  to  China  can  hardly 
be  classified  as  contributing  to  military  potential.  I  think  that  this 
conforms  with  the  best  view  of  our  own  intelligence  sources.  That 
is  all. 

Senator  Symington.  I  must  say  I  have  felt  very  deeply  about  this 
for  some  time,  primarily  due  to  Mr.  Baruch's  thinking  on  it,  and  he 
is  very  interested  in  all  parts  of  our  operation. 

Mr.  Leddy.  I  don't  think  this  is  an  easy  problem  at  all.  There  are 
differing  judgments  on  it.  I  am  not  trying  to  assert  that  our  judg- 
ment is  right  or  that  the  Defense  judgment  is  wrong. 

Senator  Symington.  We  certainly  are  not  making  it  easier  for  our 
military,  the  way  we  are  handling  it ;  are  we  ? 

Mr.  Leddy.  Senator,  I  think  the  Defense  Department  agrees  with 
us  that  the  way  we  have  operated  on  these  negotiations  is  the  most 
we  could  possibly  do  under  the  circumstances. 

The  Chairman.  Mr.  Leddy,  what  you  are  saying  is  that  it  is  our 
policy  not  to  let  any  American-flag  vessels  trade  with  the  enemy,  but 
that  our  policy  is  to  allow  our  allies  to  have  their  flag  vessels  trade 
with  the  enemy.    Do  you  think  that  makes  sense  ? 

Mr.  Leddy.  Senator,  it  is  not  our  policy  to  allow.  It  simply  is  not 
our  policy  to  press  at  this  time  for  the  complete  cessation.  We  are 
trying  to  press  as  hard  as  we  can  on  those  things  which  we  think  are 
most  important.  And  we  do  have  negotiations  which  are  now  going 
forward  internationally  with  that  in  view. 

The  Chairman.  Is  your  Department  at  all  disturbed  by  the  fact 
that  the  rubber  importation  from  the  United  Kingdom  to  the  Soviet 
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bloc  just  about  doubled  in  1952  or  1951,  or  does  that  give  you  any 
concern? 

Mr.  Leddy.  Senator,  it  does  give  us  concern.  I  would  agree  with 
Mr.  Hansen's  statement,  however,  on  the  figures.  I  don't  believe  that 
there  is  an  increase  there. 

The  Chairman.  Well,  let  us  get  down  to  facts.  If  88,000  tons  of 
rubber  went  physically  from  the  United  Kingdom  to  the  Soviet  bloc 
in  1952,  and  if  in  195i  only  43,000  tons  traveled  physically  from  the 
United  Kingdom  to  the  Soviet  bloc,  we  would  agree  that  about  twice 
as  much  rubber  found  its  way  into  the  Russian  economy,  either  war  or 
peace  economy.    Will  you  agree  with  that  ? 

Mr.  Leddy.  I  would  agree  with  that,  sir.  Yes,  sir.  I  would  say, 
however,  that  the  British  strategic  control  over  exports  of  rubber  is 
based  on  an  estimate  of  normal  requirements,  and  that  some  of  the  1951 
shipments  did  not  go  within  that  quota  during  1951,  and  did  go 
during  1952. 

Senator  Symington.  "When  did  the  Korean  War  start? 

Mr.  Leddy.  June  1950. 

Senator  Symington.  June  1950.  Well,  certainly  if  we  are  talking 
about  an  increase  in  1952  over  1951,  and  the  war  started  in  the  middle 
of  1950,  there  has  been  a  very  heavy  increase,  regardless  of  whether 
it  was  actually  shipped  or  orders  taken  since  the  Korean  War  started. 

Mr.  Leddy.  Senator,  I  am  not  certain  of  that. 

Senator  Symington.  You  would  not  think  that? 

Mr.  Leddy.  I  just  don't  know. 

Senator  Symington.  I  thought  your  point  was  that  most  of  the 
increase  in  1952  was  the  result  of  orders  that  were  taken  in  1951,  and 
it  was  not  actually  shipped  in  1952.  Well,  then,  if  that  is  true,  and 
if  the  Korean  War  started  in  the  middle  of  1950,  then  certainly  there 
has  been  a  very  heavy  increase  in  rubber  shipments  since  the  war 
started.     Is  that  not  correct? 

Mr.  Leddy.  I  am  not  certain  of  the  figures. 

Senator  Symington.  Let  me  pursue  that  just  a  minute. 

Mr.  Leddy.  May  I  read  you  some  figures,  sir? 

Senator  Symington.  Yes. 

Mr.  Leddy.  These  are  shipments  of  rubber  to  the  Soviet  bloc  in  1950, 
1951,  and  1952.  We  have  adjusted  the  figures  to  show  that  the  18,818 
metric  tons  licensed  in  1951  but  shipped  in  1952  are  here  allocated  to 
1951.  Now,  I  am  going  to  read  the  figures  for  1950, 1951,  and  1952,  on 
that  basis. 

The  Chairman.  Will  you  read  the  figures  first,  before  you  have 
ad j  usted  them  ? 

Mr.  Leddy.  Yes,  sir.  These  are  unadjusted,  that  I  shall  now  read 
you,  for  1950. 

The  Chairman.  Let  me  ask  you  this.  Are  you  now  reading  the 
figures  of  the  tonnage  actually  physically  shipped  from  the  United 
Kingdom  to  the  Soviet? 

Mr.  Leddy.  Yes,  sir.  Shipments  of  rubber  to  the  Soviet  bloc. 
These  are  United  Kingdom  and  Malaya  combined. 

For  1950,  1951,  and  1952;  these  are  the  unadjusted  figures.  The 
total  for  1950,  133,098  tons;  1951,  103,450  tons;  1952,  127,748  tons. 

Now,  with  the  adjustments  made  for  allocating  to  1951,  rubber 
licensed  during  1951  but  shipped  during  1952,  the  figures  are  this  way : 
For  1950,  133,098;  for  1951,  122,208;  and  for  1952,  108,930. 
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Senator  Symington.  Now,  let  me  ask  you  a  question.  I  think  the 
Korean  War  started  June  25,  1950 ;  did  it  not  ? 

Mr.  Leddy.  That  is  right. 

Senator  Symington.  Now,  suppose  you  were  in  the  Kremlin,  and  the 
Chinese  Communists  and  yourselves  were  cooking  this  war  up.  You 
would  probably  look  to  what  you  were  going  to  be  short  of  if  you  went 
to  war,  would  you  not  ? 

Mr.  Leddy.  It  seems  reasonable. 

Senator  Symington.  And  you  would  probably  think,  "We  will  buy 
a  lot  of  that  before  we  strike,"  would  you  not?  That  would  be  logical. 
That  would  be  just  preparing  for  war,  would  it  not?  So  you  take 
the  first  5  months,  nearly  6  months,  of  1950,  and  place  all  the  orders 
you  can  for  what  you  are  short  of.  You  would  do  that,  would  you  not  ? 
Would  that  not  be  logical  ? 

Mr.  Leddy.  It  would  be  logical. 

Senator  Symington.  And  therefore,  and  inasmuch  as  there  is  no 
heavy  rubber  growth  that  anybody  knows  of  in  the  Soviet  bloc,  or  in 
China,  the  chances  are  that  they  would  order  heavily  of  that  rubber 
just  prior  to  deciding  to  go  into  war.    Is  that  correct? 

Mr.  Leddy.  That  would  be  correct,  Senator,  I  think,  logically.  I 
just  do  not  know  whether  it  is  a  fact  or  not. 

Senator  Symington.  But  it  would  be  the  logical  thing  to  do.  And 
that  would  be  their  logic,  the  way  they  have  handled  things  when  it 
comes  to  preparing  for  war. 

Mr.  Leddy.  Well,  sometimes  they  have,  and  sometimes  they  haven't. 

Senator  Symington.  Let  me  ask  you  another  question.  You  men- 
tioned Malaya,  and  that  we  have  to  do  for  Malaya,  what  we  should 
do  for  Malaya,  what  people  think  we  should  do.  After  World  War 
II,  we  had  $700  million  of  the  taxpayers'  money  in  synthetic  rubber. 
I  do  not  know  about  today,  but  a  year  ago,  or  a  little  over  a  year  ago, 
when  I  got  out  of  the  rubber  picture,  we  were  making  synthetic  rubber 
in  this  country  probably  better  than  natural  rubber,  for  half  the  price 
of  natural  rubber.  And  despite  that  fact,  we  were  buying  heavily  of 
natural  rubber,  stockpiling  it,  in  that  way  helping  the  Malayans  and 
the  Indonesians.     And  do  you  not  think  that  shows  cooperation  ? 

Mr.  Leddy.  Yes,  sir. 

Senator  Symington.  If  we  can  buy  rubber  synthetically  which  is 
as  good  as  natural  rubber  for  24  cents  and  pay  48  cents  on  the  open 
market,  are  we  not  cooperating  with  our  allies  in  an  effort  to  help 
their  economy? 

Mr.  Leddy.  Yes,  sir. 

Senator  Symington.  That  is  what  we  have  been  doing  for  a  long 
time.  So,  do  you  not  think  it  is  a  question  of  how  far  we  can  cooperate 
with  them? 

Mr.  Leddy.  Senator,  I  would  just  like  to  say,  on  the  exports  of 
rubber :  We  are  now  talking  of  exports  from  the  United  Kingdom  and 
Malaya  to  the  Eastern  European  and  Soviet  bloc,  and  we  do  know 
there  is  synthetic  production  in  the  Soviet  bloc,  but  the  point  I  think 
is  that  rubber  is  one  of  the  things  that  the  United  Kingdom  ships  in 
order  to  get  back  other  goods  in  return,  such  as  timber.  This  is  the 
problem  of  east-west  trade  in  Europe,  in  Western  Europe,  that  these 
countries  are  dependent  to  some  extent  upon  basic  supplies  of  coal 
and  timber  and  grain,  for  which  they  have  to  ship  something  in  return. 
Now,  our  effort  has  been  to  try  to  get  the  stuff  that  goes  back  in  return 
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to  be  as  little  helpful  as  possible  to  the  bloc.  Now,  on  the  rubber,  I 
again  am  not  defending  the  figures  sent  by  the  British  Government. 
We  do  not  agree  with  those  necessarily  as  being  right. 

Senator  Symington.  Would  it  not  be  better  for  us  to  buy  the  natural 
rubber,  with  the  understanding  that  if  we  bought  the  natural  rubber 
the  countries  in  question  would  not  ship  the  rubber  to  the  Chinese 
Communists,  so  that  it  would  help  further  the  war  against  the  United 
States  and  its  allies  ?     Would  that  not  be  a  logical  step  ? 

Mr.  Leddy.  Senator,  I  think  that  this  problem  of  trying  to  create 
a  system  whereby  we  can  decrease  the  reliance  of  Western  Europe  upon 
Eastern  European  and  Chinese  sources  is  something  that  really  needs 
to  be  looked  into.  But  I  do  not  know  that  we  are  yet,  in  this  Govern- 
ment, in  a  position  to  engage  in  what  might  be  called  preclusive  pur- 
chasing.    That  is  a  very  expensive  operation. 

Senator  Symington.  For  your  own  information,  you  say  "needs  to 
be  looked  into."  This  was  being  looked  into  quite  heavily  at  top  levels 
in  the  fall  of  1950,  and  I  am  glad  to  see  that  we  have  not  stopped 
thinking  about  it,  anyway ;  that  we  are  still  looking  into  it. 

The  Chairman.  Mr.  Symington,  may  I  say  in  connection  with  the 
question  which  you  were  asking,  that  you  might  be  interested  in  this 
information,  in  regard  to  the  statement  as  to  the  shipments  of  rubber. 
In  the  first  11  months  of  1952,  there  were  shipped  $29  million  in 
Malayan  dollars  worth  of  rubber  to  the  Soviet  Union.  Thev  received 
back  from  the  Soviet  bloc  $26,000  worth  of  material ;  $16,000  of  that 
was  caviar. 

Were  you  aware  of  this  situation  ? 

Mr.  Leddy.  No,  sir.     But  may  I  comment  on  it? 

The  Chairman.  You  certainly  may. 

Mr.  Leddy.  For  the  exports  from  Malaya  through  the  United  King- 
dom to  the  Soviet  bloc,  the  return  payment  is  not  necessarily  to 
Malaya.     It  would  be  to  the  United  Kingdom  as  well. 

The  Chairman.  Do  you  know  whether  these  figures  are  correct,  that 
the  total  return  payment  in  goods  is  as  stated  ? 

Mr.  Leddy.  I  don't  know.     I  haven't  seen  that. 

Senator  Symington.  Do  you  know  what  the  price  of  tin  was  at  the 
start  of  the  Korean  war  in  Malaya  ? 

Mr.  Leddy.  I  am  afraid  I  don't. 

Senator  Symington.  I  do.  It  was  about  78  cents.  Now,  within 
6  months,  it  was  $1.94.     Do  you  think  that  is  right? 

Mr.  Leddy.  Senator,  no,  I  don't  think  that  whole  rise  in  raw  mate- 
rial prices  at  that  period  was  right. 

Senator  Symington.  Is  it  not  true  that  what  we  were  doing  then 
was  adopting  policies  which  meant  that  we  loaned  the  money  and 
gave  the  money  to  our  allies  and  then  we  competed  against  them  in 
the  open  market,  and  that  is  what  built  the  price  up  so  high  and 
reduced  the  value  of  the  dollar?  That  is  Mr.  Baruch's  theory,  and 
it  always  seemed  sound  to  me. 

Mr.  Leddy.  All  I  can  say  is  the  demand  for  raw  materials  in  that 
period  very  naturally,  under  the  free  enterprise  system,  would  raise  the 
price  up.     The  sellers  will  simply  get  what  they  can. 

Senator  Symington.  Then  it  would  be  a  very  simple  matter  to 
control  that  rise  in  price,  if  we  said  we  wanted  it  controlled  before 
we  gave  the  cash  or  lent  it. 
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Mr.  Leddy.  Well,  sir,  I  don't  know.  I  am  not  well  enough  informed 
on  that. 

Senator  Symington.  Oh,  yes,  you  do,  Mr.  Leddy.  You  know  about 
that.     You  do  not  want  to  say  that  you  do  not  know  about  that? 

Mr.  Leddy.  Yes,  sir,  I  am  afraid  I  shall  have  to. 

The  Chairman.  So  that  the  record  will  be  complete,  will  you  check 
the  figures  on  this,  Mr.  Leddy  ?  The  total  shipments  of  rubber  from 
our  allies  during  1951  were  148,375  tons.  In  1952,  the  increase  was 
30  percent,  or  a  total  of  194.250  tons.  Do  those  figures  check  with 
yours  ? 

Mr.  Leddy.  These  are  total  shipments  of  rubber? 

Mr.  Flanagan.  From  the  free  world  to  the  Soviet  bloc. 

Mr.  Leddy.  Does  this  include  Ceylon,  sir? 

Mr.  Flanagan.  It  includes  everything;  everything  from  the  free 
world  into  the  Soviet  bloc. 

The  Chairman.  Have  you  got  the  figures?  One  hundred  forty- 
eight  thousand  three  hundred  and  seventy-five  tons  in  1951;  and  in 
19H2,  a  30  percent  increase,  or  194,250  tons. 

In  connection  with  that,  do  you  know  how  much  the  Communist 
nonwar  economy  would  demand  in  rubber? 

Mr.  Leddy.  No,  sir,  I  don't,  offhand. 

The  Chairman.  Do  you  have  any  idea? 

Mr.  Leddy.  I  don't.    I  am  sorry. 

The  Chairman.  Well,  now,  someone  in  your  department  should 
have  some  idea,  if  you  are  trying  to  cut  down  the  rubber  so  that  it 
will  not  support  the  war  economy  of  China. 

Mr.  Leddy.  Yes,  sir ;  I  am  sure  we  have  those  facts. 

The  Chairman.  But  I  do  not  have  them. 

Mr.  Hansen.  I  don't  know  what  the  exact  figure  is.  I  do  know  that 
we  disagree  with  the  opinion  of  the  other  shipping  governments  as  to 
how  much  it  is,  and  our  figure  is  definitely  lower. 

The  Chairman.  Would  you  say  the  figure  of  194,000  tons  was  more 
than  enough  to  support  Eussia's  nonwar  economy  ? 

Mr.  Hansen.  Yes,  sir;  I  would. 

The  Chairman.  It  is  more  than  enough  to  support  it? 

Mr.  Hansen.  I  am  certain  it  is  more  than  enough. 

The  Chairman.  Would  you  say  a  figure  of  some  fifty  or  sixty  thou- 
sand tons  might  be  a  reasonable  estimate  of  the  amount  of  rubber 
required  to  support  Russia's  economy  other  than  the  warmaking  phase 
of  it? 

Mr.  Hansen.  I  think  50  or  60  is  the  figure  that  I  am  most  familiar 
with  in  this  regard. 

The  Chairman.  So  then  it  is  a  safe  statement  to  make  that  the  free 
world  last  year  shipped  behind  the  Iron  Curtain  about  130,000  tons 
of  rubber  that  would  not  be  used  in  Russia's  peacetime  economy,  that 
could  only  be  used  to  build  a  war  machine,  or  a  stockpile  for  current 
cases,  if  she  went  to  war  with  us  ? 

Mr.  Hansen.  It  is  very  possible  that  some  figure  of  that  sort  might 
reflect  what  their  stockpiling  needs  would  be  over  and  above  their 
civilian  needs. 

The  Chairman.  You  say  you  have  been  negotiating  with  our  allies 
to  cut  down  the  shipments.  In  view  of  the  fact  that  they  increased 
last  year  by  30  percent  over  the  year  before,  would  you  say  that  your 
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negotiations  were  very  successful,  or  would  you  say  they  were  a  rather 
dismal  failure? 

•  Mr.  Hansen.  I  would  say  this,  sir.  that  as  far  as  the  United  King- 
dom is  concerned,  they  have  stated  that  they  consider  the  levels  that 
they  have  authorized  for  shipment  to  the  U.  S.  S.  R.  to  be  consistent 
with  the  needs,  the  civilian  needs  or  the  normal  needs,  of  the  Russian 
economy.  We  have  disagreed  with  that.  We  have  attempted  to  get 
them  to  decrease  the  amount  of  shipments.  They  have  run  into  a 
number  of  difficulties  in  that  regard.  They  have,  however,  in  fact, 
decreased,  as  Mr.  Leddy's  overall  figures  show  you,  the  actual  allow- 
ance of  rubber  to  go. 

The  Chairman.  Let  us  stop  right  there.  Mr.  Leddy  has  taken  some 
of  the  shipments  from  1952  and  put  them  back  into  1951,  because  he 
said  the  license  was  granted  in  1951. 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  Now,  if  those  figures  are  to  make  sense  and  not  be 
deceptive,  then  you  must  take  rubber  that  is  being  shipped  now  in 
1953  and  put  that  back  in  1952.    That  is  correct,  is  it  not  ? 

Mr.  Hansen.  Not  necessarily.  Because  I  believe  in  1953  the  British 
are  licensing  on  a  quarterly  basis,  because  of  the  fact  that  the  Soviets 
are  only  releasing  shipments  of  the  needed  materials  in  return  on  a 
quarterly  basis.  Therefore,  the  British  are  attempting  to  ship  in  a 
quarter  that  proportion  of  what  they  think  a  yearly  allowance  should 
be  in  respect  to  what  they  receive  in  return. 

The  Chairman.  I  am  going  to  get  around  to  these  needed  materials 
in  a  minute,  but  let  us  get  an  answer  to  this  question.  You  said  that 
you  had  to  revise  the  1952  shipment  of  rubber  figures,  because  some 
of  it  was  actuary  licensed  in  1951.  Is  it  your  testimony  that  every- 
thing that  was  licensed  in  1952  was  physically  shipped  in  1952,  or 
was  some  of  it  shipped  in  1953? 

Mr.  Hansen.  As  far  as  I  know,  except  for  perhaps  some  small  ship- 
ments, most  of  the  shipments  that  were  licensed  occurred  in  1952,  plus 
the  additional  carryover  licenses  from  1951. 

May  I  point  out  in  this  respect  that  this  Government,  in  allowing 
export  quotas  of  materials,  very  often  finds  itself  in  a  similar  position. 
We  set  quotas  for  the  export  of  certain  commodities  from  the  United 
States.  Very  often  the  actual  quota  allowance  is  exceeded  in  any 
given  period  in  terms  of  shipments.  We  have  been  merely  attempt- 
ing to  point  out  a  statistical  fact  here,  that  insofar  as  the  allowance 
by  the  British  is  concerned,  there  has  not  been  an  increase  in  the 
amount  that  they  intend  or  have  intended  to  ship  in  any  given  year. 

The  Chairman.  Despite  all  of  the  conversation,  we  do  find  a  30- 
percent  increase  in  1952  of  rubber  physically  reaching  the  Communist 
world.     Is  that  correct? 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  Do  you  think  that  is  a  good  situation? 

Mr.  Hansen.  No,  sir. 

The  Chairman.  I  am  going  to  ask  Mr.  Morton  to  have  Mr.  Dulles 
inform  us  as  to  whether  or  not  Mr.  Leddy  gave  us  the  correct  state- 
ment of  their  policy,  or  whether  Mr.  Stassen  did.  Mr.  Stassen  said 
that  the  objective  was  to  get  other  nations  to  do  as  we  did,  and  cut 
off  all  shipping  with  Red  China.  Mr.  Leddy  says  that  is  not  true.  I 
think  Mr.  Leddy  is  mistaken.  I  am  inclined  to  think  the  policy  must 
be  as  Mr.  Stassen  stated  it.     I  think  Mr.  Stassen  must  have  known 
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what  the  policy  was  and  is.  I  may  say  that  the  witnesses  who  ap- 
peared here  this  morning,  I  think,  performed  a  very  valuable  service 
toward  getting  other  shipowners  to  quit  this  shipping  which  is  result- 
ing in  killing  American  boys.  There  is  no  question  about  that.  I 
think  when  you  young  men  come  here  and  say  that  the  State  Depart- 
ment has  a  policy  which  allows  the  continuation  of  that  shipping  to 
Red  China,  you  are  notifying  the  world  and  notifying  all  of  those 
shippers  that  they  should  continue  that  trade;  trade  which,  if  carried 
on  by  an  American  citizen,  would  be  treason;  trade  which,  according 
to  our  Defense  Department,  is  hurting  our  war  effort  and  increasing 
Red  China's  war  effort;  trade  which  has  already  resulted  in  the  deaths, 
without  any  doubt  at  all,  of  a  vast  number  of  American  boys. 

If  you  are  correctly  stating  the  State  Department's  policy,  then  you 
certainly  cannot  be  blamed  for  it.  You  are  then  down  here  telling  us 
the  truth.  I  doubt  it  very  much.  I  cannot  conceive  of  the  State 
Department  having  one  policy  in  regard  to  our  shipments,  saying 
that  no  American  shipowner  can  ship  into  Red  China,  Out  that  they 
say  it  is  all  right  for  the  shipowners  flying  the  flags  of  other  nations 
to  do  that.  I  cannot  conceive  of  that  being  the  State  Department's 
policy.  And  I  am  going  to  ask  Mr.  Morton  to  have  Mr.  Dulles  give  us 
a  clear-cut  answer  to  that.  I  know  he  is  a  very  busy  man.  I  do  not 
want  him  to  designate  someone  else  to  do  it.  I  do  not  want  Mr.  Leddy 
sending  us  the  answer  back,  or  Mr.  Hansen.  I  would  like  to  have  him 
check  Mr.  Stassen's  testimony.  We  will  call  his  attention  to  the  page 
number.  And  we  will  see  if  that  is  not  the  State  Department  policy, 
as  stated  so  clearly  by  Mr.  Stassen.  And  if  we  could  get  that  at  the 
verv  earliest  moment,  we  would  appreciate  it  very,  very  much. 

Mr.  Flanagan.  Mr.  Leddy,  what  is  the  policy  of  our  Government 
with  regard  to  ships  of  our  western  allies  engaging  in  intrabloc 
Soviet  trade,  that  is,  trade  between  Communist  ports  in  Europe  or 
elsewhere  ? 

Mr.  Leddy.  Mr.  Flanagan,  it  is  our  objective  to  try  to  get  the  pro- 
vision of  shipping  services  for  that  trade,  and  the  provision  of  ships, 
under  as  strict  control  as  we  can.  I  cannot  go  beyond  that,  because 
these  are  negotiating  objectives  that  we  now  have  going  forward. 

Mr.  Flanagan.  Well,  is  your  negotiating  objective — and  I  want 
to  have  this  also  clearly  understood — to  remove  all  western-flag  ves- 
sels from  that  intrabloc  trade  in  Europe  and  elsewhere,  or  to  remove 
only  part  of  them? 

Mr.  Leddy.  I  would  like  to  comment  on  that  in  executive  session,  if 
I  may. 

Mr.  Flanagan.  All  right.  We  will  discuss  that  with  you  in  execu- 
tive session.  But  on  that  very  point,  I  would  say  this.  And  this  is 
from  an  O.  N.  I.  report  furnished  us  in  the  public  record  by  Mr.  Stassen 
3  or  4  weeks  ago.     It  has  this  to  say : 

It  is  known  that  the  Soviet  bloc  charters  many  western-flag  vessels  in  order 
to  release  their  own  ships  for  voyages  to  Communist  China  and  the  Soviet  Far 
East. 

I  assume  you  would  agree  with  that. 

Mr.  Leddy.  Yes,  sir. 

Mr.  Flanagan.  And  therefore  is  it  also  not  true  that  for  every 
western-flag  vessel  we  leave  in  that  intrabloc  trade  we  make  it  possible 
for  the  Soviet  bloc  to  take  one  vessel  out  and  run  that  to  the  Far 
East? 
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Mr.  Leddy.  I  am  not  certain  of  the  facts  on  that.  It  depends  on 
the  kind  of  vessel. 

Mr.  Flanagan.  If  that  is  true,  can  you  see  any  reason  why  our 
western  allies  should  continue  to  engage  in  intrabloc  trade  throughout 
the  Soviet  world  ? 

Mr.  Leddy.  Mr.  Flanagan,  I  think  that  does  get  me  into  our  im- 
mediate negotiating  objectives. 

Mr.  Flanagan.  We  would  be  glad  to  discuss  that  in  executive 
hearing. 

One  other  question  now  that  we  want  to  get  answered  if  we  can. 
You  heard  the  testimony  this  morning  based  on  statistical  informa- 
tion that  we  were  able  to  gather,  statistical  information  which  I  un- 
derstand the  Mutual  Security  Agency  and  the  National  Security 
Council  do  not  yet  have,  that  193  western-flag  vessels  were  engaged  in 
trade  with  China  in  1952. 

Mr.  Hansen.  We  furnished  that  information  to  you,  Mr.  Flanagan. 

Mr.  Flanagan.  I  will  tell  you  what  you  furnished,  Mr.  Hansen. 
You  furnished  us  the  fact  that  these  193  were  in  there.  And  if  you 
let  me  continue,  I  will  tell  you  what  you  did  not  furnish  and  what 
you  did  not  have,  at  least  as  of  Saturday ;  that  there  were  193  western- 
flag  vessels  engaged  in  trade  with  China,  and  of  that  number  82  of 
those  vessels,  or  sister  ships  belonging  to  the  same  owners,  were  carry- 
ing United  States  Government-financed  cargo. 

Now,  does  the  State  Department  feel  that  foreign  ship  owners, 
foreign  shipowners  of  our  allies,  should  continue  to  carry  cargoes 
financed  by  the  Government  of  the  United  States  and  also  continue 
to  carry  cargoes  into  Red  China  ? 

Mr.  Leddy.  Mr.  Flanagan,  our  concern  on  that  point  would  be  the 
impact  upon  immediate  negotiations,  of  actions  which  we  might  take 
in  respect  to  that  problem.    That  would  be  our  concern. 

Mr.  Flanagan.  Well,  what  is  the  impact? 

Mr.  Leddy.  Well,  sir,  the  impact  would  be  this,  that  when  we  reach 
out  and  say  that  the  whole  of  the  Government  will  not  charter  foreign- 
flag  vessels  unless  they  agree  not  to  engage  in  intrabloc  trade  or 
touch  at  Communist  far  eastern  ports,  if  we  were  to  adopt  a  provision 
of  that  kind,  it  might  be  regarded  as  a  unilateral  penalty  or  sanction 
designed  to  force  foreign  ship  operators  into  doing  what  we  are  now 
negotiating  with  their  governments  on.  Now,  we  just  do  not  want 
to  set  our  control  effort  back. 

Mr.  Flanagan.  In  other  words,  if  our  Government  should  adopt 
as  a  policy  that  these  ships  or  these  owners  should  get  out  of  this  dual 
trade,  are  we  agreed  that  it  might  hurt  the  feelings  of  our  western 
allies? 

Mr.  Leddy.  We  are  afraid  it  might  impede  our  ability  to  get  agree- 
ment. 

The  Chairman.  Are  you  giving  us  State  Department  policy  now? 
Are  you  speaking  for  the  State  Department? 

Mr.  Leddy.  As  nearly  as  I  know,  Senator,  I  am. 

The  Chairman.  And  you  think  it  is  the  position  of  the  State  De- 
partment that  we  should  continue  to  pay  shipowners  for  carrying 
American  cargoes  even  though  they  are  carrying  cargoes  to  Com- 
munist China,  for  fear  that  if  we  discontinued  we  would  hurt  some- 
body's feelings?  I  may  say  I  do  not  believe  that  is  Mr.  Duplies'  policy. 
I  have  too  much  respect  for  him.     And  I  may  say  I  am  not  going  to 
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hear  any  more  testimony  from  this  witness  until  I  get  assurance  from 
Mr.  Dulles  that  he  is  speaking  for  the  State  Department.  This  is  in- 
conceivable.    It  is  completely  unbelievable. 

And,  Mr.  Morton,  before  we  hear  any  more  from  this  witness,  I 
want  Mr.  Dulles'  assurance  that  he  is  speaking  for  the  Department. 

Is  Mr.  Dulles'  in  town  now  ? 

Mr.  Leddy.  Yes,  sir. 

The  Chairman.  We  will  want  that  assurance  by  tomorrow  morn- 
ing, either  that  he  is  or  is  not  speaking  for  the  State  Department.  I 
wish  you  would  call  Mr.  Dulles'  attention  to  the  testimony,  especially 
the  testimony  we  have  just  heard. 

Mr.  Morton.  Mr.  Chairman,  when  would  we  be  able  to  get  a  copy 
of  the  transcript  ? 

The  Chairman.  When  would  that  be  available,  Mr.  Reporter? 

The  Reporter.  By  9  o'clock  tomorrow  morning,  Mr.  Chairman. 

The  Chairman.  Then  we  had  better  give  you  another  day  on  this. 
Because  we  would  like  to  know  whether  this  man  has  authority  to 
come  down  here  and  speak  for  the  Department.  If  not,  we  do  not 
want  to  hear  him.  As  far  as  I  am  concerned,  speaking  not  for  the 
committee  but  for  myself,  it  is  the  most  unusual  testimony  that  I 
have  ever  heard.  Every  other  department  has  come  before  us  and 
testified  that  it  would  be  an  excellent  thing  if  our  allies  followed  our 
example  and  took  their  shipping  out  of  this  dual  trade.  These  young 
men  come  down  and  differ  with  that.  Then  when  asked  why  we  con- 
tinue to  pay  a  firm  that  is  aiding  the  enemy,  we  are  told  that  it  is 
State  Department  policy  that  if  we  were  to  discontinue  we  might  hurt 
someone's  feelings  and  affect  this  negotiating  he  has  been  talking  about. 
If  that  is  State  Department  policy,  good.  Then  we  cannot  blame 
these  young  men  for  it.  But  we  will  not  hear  any  more  of  it  until 
we  hear  from  the  State  Department. 

Mr.  Hansen.  Senator  McCarthy,  may  I  point  out  that  I  am  not  a 
representative  of  the  State  Department. 

Mr.  Morton.  Senator,  may  he  put  this  in  the  record;  which  is  a 
statement  of  our  policy  ? 

The  Chairman.  Who  prepared  the  statement  of  policy? 

Mr.  Morton.  It  is  a  statement  of  the  directives  from  the  Cabinet. 
It  is  what  he  was  going  to  read,  a  statement  of  our  directives. 

The  Chairman.  It  will  be  received. 

(The  statement  referred  to  is  as  follows :) 

Statement  Submitted  by  John  M.  Leddy,  Acting  Deputy  Assistant  Secretary 
of  State  for  Economic  Affairs,  on  Certain  Aspects  of  East- West  Trade 
Restrictions 

Mr.  Chairman  and  members  of  the  committee,  I  am  glad  to  have  the  oppor- 
tunity to  appear  before  this  committee  to  discuss  the  Department's  views  with 
respect  to  the  use  of  the  free  world's  shipping  in  trade  with  the  Soviet  bloc. 
This  is  an  important  subject — one  which  very  well  merits  the  attention  of  the 
Congress  and  the  American  people. 

By  way  of  background,  I  want  to  say  a  few  words  first  about  the  way  in  which 
East-West  trade  objectives  and  policies  are  formulated  in  the  Government.  I 
think  this  background  will  be  helpful  to  the  committee  in  an  understanding  of 
the  observations  I  will  have  to  make  on  the  specific  subject  of  shipping. 

In  the  field  of  East-West  trade,  some  of  the  basic  framework  has  been  set  by 
the  Congress  itself  in  a  series  of  legislative  enactments;  the  act  which  currently 
applies  is  the  Mutual  Defense  Assistance  Control  Act — that  is,  the  Battle  Act. 
The  Battle  Act  lays  down  our  policy  of  embargoing  military  goods  and  items  of 
primary  strategic  significance  to  all  parts  of  the  Soviet  bloc;  it  also  states  that 
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we  should  give  our  fullest  support  to  the  United  Nations  resolution  aimed  at 
preventing  the  shipment  of  "certain  commodities"  to  aggressor  nations,  thereby 
singling  out  the  Chinese  Communists  for  special  attention.  This  general  enact- 
ment is  supplemented  by  a  series  of  decisions  at  the  highest  level  of  the  executive 
branch.  Finally,  the  immediate  objectives  in  day-to-day  operations  are  devel- 
oped in  an  interagency  committee  known  as  the  Economic  Defense  Advisory 
Committee,  of  which  Mr.  Stassen's  deputy  is  chairman.  This  committee  includes 
representatives  of  the  Departments  of  Agriculture,  Commerce,  Defense,  Interior, 
and  Treasury,  the  Central  Intelligence  Agency,  the  Office  of  Defense  .Mobilization, 
the  Psychological  Strategic  Board,  the  Bureau  of  the  Budget,  the  Export-Import 
Bank,  and  the  Atomic  Energy  Commission.  If  there  are  differences  in  point  of 
view  in  this  committee,  they  are  settled  by  the  President. 

The  State  Department  forms  part  of  this  team,  both  as  a  member  of  the  Cabinet 
and  as  a  member  of  the  Economic  Defense  Advisory  Committee.  As  a  part  of 
the  group,  the  State  Department  does  three  things:  First,  like  any  other  agency 
in  the  group,  it  participates  in  the  work  that  is  continually  going  on  of  assessing 
and  reassessing  our  long-run  and  short-run  objectives  in  the  field  of  economic 
defense;  second,  it  advises  the  group  on  the  feasibility  of  trying  to  negotiate  for 
any  particular  objective  at  any  given  point  of  time.  In  developing  its  advice, 
the  Department  tries  to  take  into  account  the  effects  of  any  proposals  on  objec- 
tives which  this  Government  has  in  other  fields.  For  example,  if  the  United 
States  is  negotiating  with  country  X  for  United  States  airbases  at  the  same  time 
a  question  is  raised  whether  we  should  attempt  to  negotiate  for,  say,  stricter  ship- 
ping controls,  the  Department  tries  to  appraise  whether  the  introduction  of  the 
shipping  control  question  will  help  or  hurt  our  efforts  to  get  the  bases.  We  are 
constantly  in  the  business  of  trying  to  set  priorities  on  each  negotiation  and  to 
determine  what  effects  our  negotiations  in  one  area  will  have  upon  our  objec- 
tives in  another.  Once  our  advice  is  given,  however,  the  decision  on  when  and 
how  to  move  is  the  collective  decision  of  the  United  States  Government. 

Oar  third  function  is  to  negotiate  with  other  countries  the  position  which  the 
United  States  Government  takes.  The  negotiating  objectives  for  which  we  aim 
are  those  set  by  the  United  States  Government  as  a  whole. 

In  order  to  perform  these  functions,  the  State  Department  has  to  have  a  full 
understanding  of  the  point  of  view  of  other  governments  and  to  understand  the 
reasons  for  their  point  of  view.  This  does  not  mean  that  the  views  of  the  Depart- 
ment need  to  be  in  accord  with  those  of  foreign  governments;  frequently,  in  fact, 
they  are  not.  But  it  does  mean  that  we  must  be  fully  familiar  with  the  foreign 
viewpoint.  It  is  our  job  to  make  our  information  and  our  judgment  on  these 
points  fully  available  to  the  rest  of  the  United  States  Government  so  that  the 
United  States  Government  can  take  these  factors  into  account  in  deciding  how 
to  proceed  in  the  best  interests  of  the  United  States. 

Let  me  turn  now  to  the  subject  matter  immediately  at  hand.  The  proposal  has 
been  made  that  United  States  Government  procurement  agencies  deny  charters 
to  ships  wbose  owners  refuse  to  agree  that  their  ships  will  not  engage  in  trade 
between  Soviet  bloc  countries  or  call  at  Communist  Chinese  ports.  This  proposal 
would  be  a  kind  of  blacklisting  operation  aimed  at  penalizing  foreign  ship 
operators  in  order  to  accomplish  a  control  objective.  What  considerations  apply 
in  evaluating  the  proposal? 

Let  me  say  that,  at  first  glance,  proposals  of  this  sort  seem  to  offer  a  good  deal 
of  attraction.  Why  should  the  United  States  hire  the  services  of  ship  owners 
wbose  vesels  trade  with  the  Soviet  bloc?  Why  not  avoid  sucli  ship  owners  and 
give  American  business  to  other  sources? 

When  the  problem  is  carefully  analyzed,  however,  it  becomes  a  good  deal  more 
complicated.  To  begin  with,  our  first  step  in  appraising  the  usefulness  of  moves 
of  (bis  kind  is  to  see  if  it  helps  our  objectives  as  a  Nation.  What,  then,  are  the 
objectives  of  the  United  States  as  regards  trade  with  the  Soviet  bloc,  and 
especially  with  the  Chinese  Communists? 

The  Battle  Act  provides  a  part  of  the  answer  in  laying  down  a  policy  of  embargo 
for  certain  types  of  Strategic  goods.  Still  further  guidance  is  provided  by  deci- 
sions at  the  Cabinet  level  of  the  executive  branch  ;  these  decisions,  in  addition  to 
stating  the  policy  contained  in  the  Battle  Act,  direct  the  United  States  to  seek 
the  strengthening  of  free  world  security  controls  over  exports  to  the  Soviet  bloc, 
being  governed  in  our  actions  by  the  strategic  significance  to  the  Soviet  bloc  of  the 
commodity  concerned,  by  considerations  of  political  feasibility,  by  military  risk, 
and  by  the  economic  cost  of  such  action  to  the  tree  world  countries  concerned. 

Leaving  aside  for  the  moment  the  special  considerations  which  apply  to  Com- 
munist China,  therefore,  our  policy  on  exports  to  the  Soviet  bloc  has  been  the 
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following.  We  want  to  eliminate  shipments  of  strategic  goods  to  the  Soviet  bloc. 
We  are  not  aiming  for  a  total  embargo  of  all  exports.  We  have  no  objection  to 
nonstrategic  exports  by  the  free  world,  provided  however  that  the  free  world  must 
seek  to  maintain  the  largest  possible  advantage  as  a  result  of  such  trade.  We 
want  the  United  Kingdom  to  get  as  much  timber,  Scandinavia  to  get  as  much 
coal,  Western  Europe  to  get  as  much  grain,  as  can  be  extracted  from  the  bloc,  at 
minimum  expenditure  on  our  side. 

For  Communist  China,  our  stated  objectives  with  respect  to  the  export  con- 
trols of  free  world  countries  go  further.  The  Battle  Act  directs  us  specifically 
to  support  the  United  Nations  resolution  aimed  at  preventing  the  shipment  of 
"certain  commodities"  to  the  Chinese  Communists.  Administration  decisions  at 
the  Cabinet  level,  moreover,  provide,  first,  that  we  should  press  for  the  applica- 
tion of  international  control  measures  of  a  kind  which  would  be  effective  in 
reducing  the  Chinese  Communist  potential  for  military  aggression ;  and  second, 
that  this  Government  should  seek,  on  a  cooperative  basis,  the  application  by  the 
maximum  number  of  foreign  countries  of  such  controls  for  this  purpose  as  the 
United  States  considers  would  be  in  the  common  security  interest.  Tbese  pro- 
visions, as  you  can  see,  leave  some  room  for  interpretation  as  to  the  precise 
measures  the  United  States  should  be  taking  at  any  particular  moment.  In  our 
view,  this  is  a  desirable  feature  of  any  broad  decision  in  a  field  as  complex  as 
that  of  economic  defense.  In  practice,  these  directives  and  the  convictions  of 
other  governments  have  led  to  the  development  of  an  international  system  of 
security  controls  affecting  Communist  China  which  is  very  much  more  severe 
and  sweeping  than  the  system  applicable  to  the  rest  of  the  Soviet  bloc. 

Let  me  turn,  now,  to  the  immediate  question.  Would  a  blacklisting  operation 
be  consistent  with  these  objectives?  Our  own  reaction  was  a  series  of  "ifs." 
If  the  approach  could  really  cut  down  on  the  movement  of  strategic  goods  to 
the  Soviet  bloc,  including  the  Chinese  Communists,  more  effectively  than  avail- 
able alternatives ;  if  it  would  do  no  serious  injury  to  the  cooperative  approach 
to  the  problem  which  we  are  pursuing  with  friendly  countries  through  other 
channels ;  and  if  we  were  not  hurting  the  strength  of  the  free  world  on  balance 
by  denying  them  the  cargoes  which  move  out  of  the  Soviet  bloc ;  then  the  pro- 
cedure ought  to  be  applied. 

We  turned,  then,  to  the  question  of  the  effectiveness  of  the  blacklisting  meas- 
ure. To  gage  its  effectiveness  is  a  difficult  technical  problem.  There  can  be 
room  for  honest  differences  of  opinion  on  the  subject.  As  nearly  as  we  are 
able  to  judge,  the  effect  of  any  such  blacklist  upon  the  Soviet  bloc  and  Chinese 
Communists'  ability  to  obtain  shipping  for  their  purposes  would  be  negligible. 
Our  conclusion  was  that  a  few  shipowners  might  decide  to  give  up  such  trade  as 
they  get  from  the  United  States  Government  agencies,  because  they  felt  that 
the  Communists'  chartering  was  more  important  to  them.  Other  shipowners 
would  give  up  the  Communist  trade  and  concentrate  on  the  American  business. 
There  would  tend  to  be  some  slight  reshuffling  of  ships'  availability,  but  the 
overall  effect  on  the  8,000  or  10,000  tramp  steamers  available  in  the  world  would 
be  barely  visible. 

Whether  or  not  this  conclusion  is  justified,  however,  the  proposal  has  to  be 
examined  from  the  two  remaining  points  of  view  I  mentioned  earlier. 

The  first  of  these  is  the  question  of  the  impact  which  United  States  black- 
listing action  would  have  upon  the  willingness  of  other  countries  to  engage 
cooperatively  in  regulatory  measures  regarding  shipping  to  the  Soviet  bloc. 
It  is  a  matter  of  public  record  that  the  British,  French,  Canadian,  and  Dutch 
Governments  are  instituting  a  ships'  licensing  system  to  Communist  China,  with 
a  view  to  making  sure  that  strategic  goods  are  not  carried  on  their  flag  vessels. 
It  is  also  known  that  these  governments,  in  cooperation  with  our  Government, 
are  talking  with  other  governments  in  order  to  develop  a  worldwide  system  of 
similar  controls.  Apart  from  this  endeavor,  there  are  other  negotiations  going 
on  or  in  process  of  preparation  with  respect  to  the  provision  of  ships  and  ship- 
ping services  to  the  Soviet  bloc  which,  in  the  interests  of  American  security,  are 
not  a  matter  of  public  information.  The  best  judgment  of  the  Department  is 
that  if  the  United  States  should  put  into  effect  a  blacklisting  practice  of  the 
kind  under  consideration,  other  countries  will  construe  the  step  as  an  effort  on 
our  part  to  limit  the  activities  of  their  nationals  before  the  governments  had 
agreed  to  such  limitations.  In  such  a  case,  their  reaction  is  bound  to  be  one  of 
resentment,  a  reaction  which  anyone  would  have  under  similar  circumstances. 
Even  if  they  were  to  agree  with  the  objective,  they  would  inevitably  resent  the 
tactics.  It  is  our  view,  therefore,  that  tactics  of  this  sort  will  hurt  our  security 
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interests  by  reducing  the  decree  of  cooperation  which  other  countries  would  be 
willing  to  provide  in  the  general  field  of  shipping  controls. 

This  is  a  critical  point.  Our  experience  in  the  field  of  East-West  trade  has 
indicated  that  a  system  of  controls  will  be  really  effective  only  if  the  principal 
countries  of  the  world  are  committed  to  it.  When  controls  are  only  applied 
by  some  countries  and  not  by  others,  the  effect  of  the  partial  controls  is  only 
to  shift  exports  from  one  source  to  another.  Our  experience  also  suggests  that 
by  unilateral  action  of  a  coercive  nature,  however  successful  it  may  seem  to 
be  in  an  immediate  sense,  we  can  leave  a  residue  of  bitterness  and  recrimination 
which,  in  the  end,  can  destroy  the  basis  of  cooperation  on  which  the  strength 
and  security  of  the  free  world  are  being  built.  It  is  on  this  ground  that  the 
blacklisting  proposal  and  similar  tactics  seem  to  us  to  fall. 

This  whole  problem  of  blacklisting  presents  in  a  kind  of  microcosm  the  sort 
of  issue  with  which  the  Department  of  State  is  constantly  dealing  in  the  field  of 
East-West  trade.  It  illustrates  the  kind  of  consideration  which  the  Department, 
if  it  is  honestly  and  competently  to  perform  its  duties  in  this  field,  must  take 
fully  into  account.  I  hope  that  this  statement  will  prove  of  some  value  to  the 
committee  and  the  Congress  in  any  deliberations  on  the  general  subject  of  East- 
West  trade. 

The  Chairman.  Do  you  have  something  you  want  to  put  in,  too? 
Mr.  Hansen.  Yes.    May  I  put  this  in  ? 
The  Chairman.  You  certainly  may. 
(The  matter  referred  to  is  as  follows :) 

Statement  Submitted  by  Kenneth  R.  Hansen,  Acting  Deputy  Administrator 

for  MDAC 

Mr.  Chairman  and  members  of  the  committee,  I  am  glad  to  have  the  oppor- 
tunity to  appear  before  your  committee  and  discuss  the  problem  of  shipping  as 
related  to  our  economic  defense  program.  This  is  a  subject  which  has  manifold 
complications  and  offers  many  possible  approaches,  both  in  methods  used  to 
achieve  our  objectives  and  the  manner  we  choose  to  accomplish  them.  The  choice 
very  often  results  from  a  consideration  of  factors  which  at  first  glance  would  not 
appear  related  to  the  immediate  problem  at  hand. 

Two  primary  criteria  must  always  be  applied.  First,  will  the  contemplated 
action  effectively  accomplish  the  immediate  objective;  and,  second,  will  that  ac- 
tion contribute  to  the  overall  objectives  of  this  Government  in  this  field  or  related 
fields  of  foreign  policy.  Answers  to  these  questions  can  only  be  given  after 
thorough  exploration  of  all  relevant  facts  and  policy  considerations. 

With  respect  to  the  present  question  of  whether  this  Government  should  deny 
charters  to  ships  whose  owners  refuse  to  agree  that  their  ships  will  not  engage 
in  trade  between  Soviet-bloc  countries  or  call  at  Communist  far  eastern  ports — 
these  considerations  have  now  become  paramount. 

Let  me  briefly  describe  the  situation,  and  what  has  brought  us  to  this  stage 
in  our  considerations.  No  doubt  you  will  recall  that  several  months  ago  it  be- 
came public  knowledge  that  MSA  had  instituted  the  insertion  of  a  clause  in 
charters  of  foreign-flag  vessels  where  those  vessels  were  to  go  to  Formosa.  This 
clause  provided  primarily  for  agreement  by  the  owner  that  after  having  been 
enabled  to  proceed  to  the  far  eastern  area  by  virtue  of  that  charter,  he  undertook 
for  a  (50-day  period  to  abstain  from  calling  at  Communist  ports  under  penalty  of 
forfeiture  of  25  percent  of  the  freight  payment.  This  action  was  undertaken  on 
February  20,  1953,  in  the  face  of  an  actual  situation  which  had  arisen  in  respect 
of  two  vessels  where  MSA  had  information  that,  in  effect,  a  United  States  charter 
to  Formosa  would  put  those  vessels  in  a  profitable  position  to  engage  in  Com- 
munist Far  East  shipping.  Without  such  charter  they  might  not  have  been 
placed  in  such  an  advantageous  position.  Accordingly,  MSA  undertook  to  ob- 
tain an  assurance  that  this  would  not  occur,  and  provided  for  a  forfeiture  pen- 
alty as  a  means  of  enforcement.  I  might  add,  however,  that  this  was  not  the 
only  action  of  this  sort  that  has  been  taken  administratively  by  United  States 
procurement  agencies  to  cope  with  this  general  situation. 

As  a  result  of  this  action,  however,  this  problem  became  highlighted,  and  we 
undertook  to  explore  not  only  the  possible  adoption  of  this  method  Government- 
wide,  but  addressed  ourselves  to  possible  extensions  of  the  principles  consistent 
with  present  policy  in  this  field. 

Accordingly,  the  experts  of  the  various  agencies  concerned  were  asked  to 
explore  this  problem  and  to  recommend  a  governmentwide  procedure.     Their 
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recommendations  were  subsequently  reviewed  in  the  Economic  Defense  Advisory 
Committee  where  to  date  certain  preliminary  understandings  have  been  reached. 
I  might  add,  here,  that  we  have  had  a  number  of  discussions  with  the  staff  of 
this  Committee  in  the  development  of  these  considerations,  and  the  operating 
agencies  have  furnished  what  information  they  have  to  the  staff. 

The  Economic  Defense  Advisory  Committee  has  agreed,  as  a  tentative  and 
preliminary  matter,  to  recommend  the  use  of  a  restrictive  charter  clause  to  the 
operating  agencies,  leaving  it  to  those  agencies  to  determine  at  their  discretion 
the  situations  to  which  the  restrictive  charter  principle  should  be  applied  and 
the  penalties  which  should  be  imposed  for  violations  in  order  to  achieve  the 
objectives.  (It  is  apparent  that  each  agency  may  have  administrative  or  other 
reasons  to  vary  the  exact  provisions.) 

The  purpose  of  this  charter  principle  would  be  to  insure  that  the  chartering 
of  foreign-flag  vessels  by  the  United  States  is  not  used  as  a  convenient  means 
to  facilitate  their  engaging  in  coastal  shipping  for  the  Communists  in  the  Far 
East,  or  between  the  Communist  Far  East  ports  and  other  Soviet  bloc  ports  and 
engaging  in  carriage  of  goods  illicitly  to  Communist  Far  East  ports. 

Because  of  the  many  and  varied  administrative  problems  involved,  it  was 
further  recommended  that  after  a  reasonable  period,  the  operating  agencies, 
on  the  basis  of  their  experience,  should  seek  to  establish  a  common  range  of 
application  of  the  charter  principle. 

These  recommendations  were  made  in  the  light  of  the  following  observations 
of  the  Economic  Defense  Advisory  Committee,  e.  g.,  that  the  application  of  this 
cliarter  principle  in  all  probability  could  contribute  only  slightly  to  the  security 
interests  of  the  United  States  and  would  be  in  the  security  interest  of  the  United 
States  only  if  it  is  handled  in  a  way  which  will  avoid  damage  to  the  larger 
negotiating  objectives  which  this  country  is  currently  seeking  to  attain  in  the 
shipping  field. 

Now,  with  respect  to  the  extension  of  this  provision,  it  was  further  agreed 
that  when  operating  agencies  determine  to  use  the  charter  clause,  the  owners  of 
foreign-flag  vessels  chartered  by  the  United  States  should  be  put  on  notice  that, 
in  the  event  of  a  violation  of  the  charter  provision  by  a  vessel,  all  vessels  of  the 
owner  may  be  barred  from  further  chartering  by  the  United  States  Government. 

Consideration  was  given  at  the  same  time  to  the  question  of  whether,  in  the 
event  of  a  violation  by  a  vessel,  all  vessels  of  the  owner  involved  should  be 
barred  from  the  carriage  of  any  goods  whose  movement  is  financed  by  the  United 
States  Government.  No  recommendation  was  made  in  this  respect  at  this  time, 
and  this  question  was  referred  to  the  technical  experts  to  consider  whether  such 
a  provision  is  needed,  and,  if  it  is  needed,  how  this  provision  might  be  applied. 
They  were  further  asked  to  consider  in  this  connection  whether  this  should 
extend  to  berth  line  shipping,  and  whether  it  should  apply  to  vessels  carrying 
United  States-financed  goods  in  cases  where  the  recipient  country  is  financing 
the  shipping  cost  of  such  goods.  This  latter  exploration  has  just  been  under- 
taken, and,I  believe,  illustrates  the  many  complexities  which  arise  in  the  exten- 
.  sion  of  restrictive  actions  in  their  ultimate  degree. 

Consideration  also  was  given  to  the  question  of  whether  the  restrictive  charter 
principle  should  be  extended  to  prohibit  intra-Soviet  bloc  movements  by  vessels 
involved  within  any  prescribed  period,  and  the  recommendation  was  made  t  aat 
further  consideration  should  be  deferred  until  such  time  as  current  negotiat)  jns 
with  other  nations  on  this  and  related  control  problems  have  reached  some  <■  defi- 
nitive conclusion. 

It  is  felt  by  all  the  agencies  of  this  Government  that,  except  in  isolated  cases, 
extensions  of  this  action  by  the  United  States  beyond  that  which  has  been  recom- 
mended involves  matters  of  policy  and  the  conduct  of  current  negotiations  which 
are  at  the  moment  overriding.  As  Governor  Stassen  has  previously  noted  to  this 
committee,  this  Government  is  currently  engaged  in  a  full-scale  review  of  economic 
defense  policies  in  the  National  Security  Council,  including  specifically  the  ship- 
ping problem.  Further,  as  has  been  announced,  the  Department  of  State  is 
presently  pursuing,  in  conjunction  with  the  British  and  French  and  other  coopera- 
tive governments,  negotiations  relating  to  the  control  over  ships  and  shipping. 
As  you  are  no  doubt  aware,  in  addition  to  the  recent  actions  taken  by  the  United 
Kingdom,  France,  and  Western  Germany  on  the  basis  of  discussions  in  Wash- 
ington of  the  last  several  months,  the  Netherlands  Government  on  April  2S  took 
formal  action  in  this  field  in  line  with  those  discussions,  and  Canada  a  few  days 
before  that  took  similar  formal  action. 

It  is  noteworthy  that  those  actions  for  the  most  part,  were  technical  comple- 
tion of  measures  that  had  already  existed  for  some  time  on  the  part  of  these 
governments  concerning  trade  with  the  Communist  Far  East.     They  show  a 
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widespread  recognition  of  the  fact  that  controls  over  shipping  are  a  valuable 
adjunct  to  export  controls.  They  further  show  the  desirability  of  taking  action 
which  is  the  result  of  effective  agreements  reached  in  negotiations  between  the 
respective  governments. 

In  this  regard  I  should  like  to  quote  several  considerations  which  Governor 
Stassen  recently  pointed  out  in  hearings  before  the  House  Foreign  Affairs  Com- 
mittee : 

"*  *  *  The  job  of  trade  controls  must  be  done  within  the  context  of  interna- 
tional cooperation.  An  effective  system  of  trade  controls  is  an  impossibility 
without  the  cooperation  of  other  non-Communist  nations,  and  the  United  States, 
with  all  its  great  power  and  resources,  cannot  carry  out  this  task  alone.  *  *  * 
The  plain  fact  of  life  is  that  we  can  get  better  cooperation  by  negotiation  and 
persuasion  than  we  could  ever  get  by  attempts  of  coercion  *  *  *." 

These  are  but  a  few  of  the  guiding  principles  for  our  economic  defense  opera- 
tions, but  I  believe  you  can  see  how  they  become  particularly  pertinent  in  regard 
to  these  problems  we  are  discussing  today. 

In  conclusion,  I  should  like  to  make  it  clear  that  we  have  not  at  this  time 
foreclosed  the  possibility  of  extending  our  own  controls  and  actions  where  we 
feel,  on  balance,  they  will  result  in  a  net  security  advantage  to  the  United  States 
and  the  free  world.  The  degree  to  which  this  particular  proposal  is  pursued  will 
rest  in  large  measure  with  the  results  of  current  negotiations  and  the  determi- 
nations on  the  highest  policy  level  of  this  Government  as  to  the  program  we 
will  pursue  in  this  held  of  shipping,  as  well  as  the  related  fields  in  which  action 
is  to  be  taken  under  existing  legislation  and  policy.  In  a  number  of  respects 
we  are  in  midstream  in  these  considerations,  and  all  the  actions  that  have  been 
recommended  are  tentative  and  subject  to  change  as  a  result  of  the  National 
Security  Council  review.  The  results  of  that  may  mean  a  broadening,  a  reversal 
or  an  entirely  different  approach  to  this  problem. 

We  have  and  do  welcome  suggestions  and  proposals  in  all  respects  by  this 
committee  as  well  as  the  other  committees  of  Congress  and  the  general  public 
as  to  how  best  we  may  achieve  our  overall  security  objectives. 

(Whereupon,  at  4: 15  p.  m.,  the  hearing  was  recessed,  to  reconvene 
at  10 :  30  a.  m.,  Wednesday,  May  6,  1953.) 
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WEDNESDAY,   MAY   20,    1953 

United  States  Senate, 
Senate  Permanent  Subcommittee  on  Investigations 

of  the  Committee  on  Government  Operations, 

Washington,  D.  C. 

The  subcommittee  met  (pursuant  to  S.  Res.  40,  agreed  to  January 
30,  1953)  at  10:  50  a.  m.,  in  room  318  of  the  Senate  Office  Building, 
Senator  Joseph  R.  McCarthy  (chairman)  presiding. 

Present:  Senators  Joseph  R.  McCarthy,  Republican,  Wisconsin; 
Everett  McKinley  Dirksen,  Republican,  Illinois ;  John  L.  McClellan, 
Democrat,  Arkansas ;  and  Stuart  Symington,  Democrat,  Missouri. 

Present  also :  Francis  D.  Flanagan,  general  counsel ;  Robert  F.  Ken- 
nedy, assistant  counsel;  Jerome  S.  Adlerman,  assistant  counsel;  and 
Ruth  Young  Watt,  chief  clerk. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Kennedy  will  be  our  first  witness. 

Mr.  Flanagan.  This  is  an  opening  statement  by  the  chairman.  It 
is  the  suggestion  of  the  chairman  that  we  merely  insert  this  in  the 
record. 

(The  statement  referred  to  follows :) 

Opening  Statement  of  Senator  Joseph  R.  McCarthy  (Republican,  Wisconsin), 
Chairman  of  the  Senate  Permanent  Subcommittee  on  Investigations 

For  almost  3  months  this  subcommittee  has  been  making  inquiries  into  the 
trade  which  our  western  allies  have  been  carrying  on  with  Communist  nations 
since  the  beginning  of  the  Korean  war. 

In  view  of  the  fact  that  Red  China  is  an  open  aggressor  in  Korea,  this  sub- 
committee has  been  and  will  continue  to  be  primarily  concerned  with  the  type 
and  extent  of  the  trade  which  is  being  carried  on  by  our  allies  with  Communist 
China.  The  immediate  purpose  of  our  investigation  has  been  to  explore  ways  and 
means  by  which  this  nefarious  trade  by  our  allies  with  our  enemies  can  be 
eliminated.  The  continuation  of  such  trade  with  the  enemy  is  a  matter  requiring 
the  most  urgent  attention  of  our  Government. 

The  Secretary  of  State  has  advised  the  subcommittee  as  to  the  ultimate  objec- 
tives of  our  Government  in  our  negotiations  with  those  western  allies  who  are 
continuing  to  trade  with  Red  China.  It  is  believed  that  this  expression  of  policy 
will  be  most  helpful  in  the  cessation  of  this  trade  with  Red  China. 

In  order  that  the  executive  and  the  legislative  branches  might  take  effective 
action  with  regard  to  this  trade  with  Red  China  it  is  necessary  to  have  certain 
basic  facts.    These  facts  include: 

1.  Up-to-date  and  accurate  information  as  to  the  number  and  type  of 
western  flag  vessels  which  are  moving  in  and  out  of  the  ports  of  Red  China. 

2.  Information  concerning  the  kind  and  volume  of  goods  which  have  been 
and  are  being  taken  in  and  out  of  China  by  these  western-flag  vessels. 

At  today's  hearing  we  hope  to  bring  out  additional  facts  concerning  the  extent 
and  type  of  trade  which  is  being  carried  on  with  Red  China,  in  order  that  all 
branches  of  our  Government  can  take  whatever  steps  might  be  necessary  to 
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eliminates  this  trade.  Today  we  also  intend  to  further  discuss  the  problem  of 
dual  trade,  namely,  those  allied  shipping  firms  who  trade  with  Red  China  on  the 
one  hand  and  carry  United  States  Government  financed  goods  on  the  other.  It 
is  believed  that  further  inquiries  into  this  trade  might  be  helpful  in  achieving 
our  objective  with  regard  to  this  China  trade. 

The  Chairman.  Mr.  Kennedy,  you  have  been  previously  sworn. 

FURTHER  TESTIMONY  OF  ROBERT  F.  KENNEDY,  ASSISTANT 
COUNSEL,  SENATE  PERMANENT  SUBCOMMITTEE  ON  INVESTI- 
GATIONS 

Mr.  Kennedy.  Yes,  sir. 

The  Chairman.  Mr.  Flanagan,  will  you  proceed  with  the 
questioning  ? 

Mr.  Flanagan.  Mr.  Kennedy,  when  you  last  testified  in  public 
hearing  before  this  committee,  my  recollection  is  that  you  stated  that 
some  193  wTestern-flag  vessels  were  trading  with  Red  China  in  1952. 

Mr.  Kennedy.  That  is  correct,  Mr.  Flanagan. 

Mr.  Flanagan.  Since  that  hearing,  will  you  tell  us  how  many  west- 
ern flag  vessels  have  been  trading  with  Red  China  during  the  first  3i/2 
months  of  this  year  ? 

Mr  Kennedy.  Mr.  Flanagan,  we  have  found  out  that  there  have 
been  162  different  western-flag  vessels  that  have  traded  with  Red 
China  for  the  first  ?>y2  months  of  this  year. 

Mr.  Flanagan.  That  is,  162  western-flag  vessels  already,  in  1953, 
have  engaged  in  trade  wTith  China  ? 

Mr.  Kennedy.  That  is  right.  Would  you  like  the  breakdown  as  to 
flags? 

Mr.  Flanagan.  Yes.  Can  you  give  me  the  breakdown  on  the  flags 
of  those  162  vessels? 

Mr.  Kennedy.  There  were  100  British  vessels,  12  Norwegian,  6 
Italian,  8  Danish,  12  Greek,  8  Finnish,  5  from  Sweden,  3  from  the 
Netherlands,  1  from  Japan,  1  from  India,  1  from  Pakistan,  1  from 
Portugal,  and  4  from  France. 

Mr.  Flanagan.  Then  of  these  162  vessels  that  have  been  trading 
with  China  this  year,  some  100  of  them,  exactly  100,  were  British 
flag? 

Mr.  Kennedy.  That  is  right. 

Mr.  Flanagan.  And  is  not  that  the  minimum  number  of  vessels 
that  were  trading? 

Mr.  Kennedy.  That  is  right,  Mr.  Flanagan. 

Mr.  Flanagan.  It  is  very  likely,  is  it  not,  that  when  full  informa- 
tion is  available,  there  will  be  actually  more  than  162  vessels? 

Mr.  Kennedy.  Yes.  The  Office  of  Naval  Intelligence,  which  has 
assisted  us  in  arriving  at  these  figures,  has  said  that  it  is  an  absolute 
minimum,  Mr.  Flanagan. 

The  Chairman.  May  I  ask  you  a  question  here,  Mr.  Kennedy? 

Has  the  staff  established  and  confirmed  the  fact  that  British-owned 
vessels  have  been  transporting  Communist  troops? 

Mr.  Kennedy.  That  is  right,  Senator. 

The  Chairman.  Is  it  true  that  subsequent  to  the  transporting  of 
Communist  troops  by  British-owned  vessels,  one  of  the  companies  was 
engaged  by  MSA  to  carry  MSA  goods  ? 
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Mr.  Kennedy.  The  Wlieelock-Marden  Co.  had  a  vessel  called  the 
Charles  Dickens,  which,  in  February  of  1952,  carried  Government- 
financed  goods  for  this  country,  for  MSA.  Wheelock-Marden  also 
had  a  ship. 

The  Chairman.  I  wish  you  would  not  give  the  name  of  the  ship. 

Mr.  Kennedy.  I  won't,  Mr.  Chairman.  This  company  also  had  a 
vessel  which  carried  Communist  Chinese  troops  in  1952. 

Senator  Dirksen.  Mr.  Chairman,  may  I  ask  at  that  point :  This  is 
information  that  has  been  developed  by  the  committee  staff? 

Mr.  Kennedy.  That  is  right. 

Senator  Dirksen.  And  comes  from  committee  sources? 

Mr.  Kennedy.  That  is  right. 

Senator  Symington.  Did  the  committee  source  find  out  the  name 
of  the  ship  ? 

Mr.  Kennedy.  No,  the  committee  source  did  not  have  the  name  of 
the  ship. 

The  Chairman.  May  I  say  for  the  benefit  of  Senator  Symington 
that  I  have  the  name  of  the  ship,  but  from  a  Government  source,  which 
lias  asked  us  not  to  divulge  it  at  this  time.  I  think  that,  it  having  been 
given  in  confidence,  I  must  respect  that  confidence. 

Mr.  Flanagan.  And  these  troops,  according  to  the  information 
which  we  developed,  were  being  moved  along  the  coast  of  China? 

Mr.  Kennedy.  That  is  right,  Mr.  Flanagan. 

Mr.  Flanagan.  And  these  vessels  were  non-Communist  flag.  You 
do  not  need  to  mention  the  flag,  but  they  were  non-Communist  flag? 

Mr.  Kennedy.  Owned  by  this  British  Hong  Kong  company. 

Mr.  Flanagan.  And  there  was  also  another  company  involved? 

Mr.  Kennedy.  There  was  another  company  involved,  a  British 
company  of  Hong  Kong. 

The  Chairman.  In  other  words,  is  it  a  fact  that  the  staff  has  the 
definite  proof  that  two  British-owned  companies  were  engaged  in 
transporting  Communist  troops;  that  one  of  those  companies,  sub- 
sequent to  its  transportation  of  Communist  troops,  was  engaged  by 
MSA  to  haul  MSA  cargoes  ? 

Mr.  Kennedy.  It  was  during  the  same  year,  Mr.  Chairman. 

The  Chairman.  I  think  in  fairness  to  the  present  Administrator 
of  MSA,  it  should  be  clear  that  this  was  prior  to  his  taking  office. 

Mr.  Kennedy.  That  is  right. 

Mr.  Flanagan.  Mr.  Kennedy,  since  our  last  meeting,  have  we  ob- 
tained from  Naval  Intelligence  the  monthly  movement  of  ships  in  and 
out  of  Red  China  during  1952  ? 

Mr.  Kennedy.  We  have,  Mr.  Flanagan,  and  I  have  some  charts 
that  might  assist  us  in  understanding  that. 

Mr.  Flanagan.  Showing  us  the  trend  of  these  ship  movements? 

Mr.  Kennedy.  Yes. 

Mr.  Flanagan.  Will  you  get  that  first  chart  on  the  overall  move- 
ments in  and  out  of  China  in  1952  ? 

Senator  Symington.  Before  we  go  into  that,  the  chairman  men- 
tioned that  this  policy  of  MSA  was  before  the  change  in  administra- 
tion, as  I  understood  it. 

Mr.  Kennedy.  Senator  Symington,  we  have  no  information  as  to 
whether  these  companies  are  carrying  troops  in  1953.  We  have  no 
reason  to  believe  that  it  has  stopped.  But  we  know  of  that  definitely 
in  1952. 
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Senator  Symington.  My  question  was  going  to  be,  Mr.  Kennedy: 
Do  you  know  of  any  change  in  policy  as  announced  or  any  directives 
that  have  been  issued  by  MSA  or  the  State  Department  or  any  other 
Government  department  of  a  change  in  this  policy? 

Mr.  Kennedy.  Absolutely  none,  Mr.  Symington. 

Senator  Symington.  Thank  you. 

Senator  McClellan.  May  I  ask  a  question,  Mr.  Chairman  ? 

The  Chairman.  Senator  McClellan. 

Senator  McClellan.  Is  the  same  information  you  have  given  us 
within  the  knowledge  of  the  State  Department? 

Mr.  Kennedy.  Mr.  Senator,  we  know  that  part  of  this  information 
is  in  the  hands  of  the  State  Department 

Senator  McClellan.  Is  not  the  same  information  also  available 
or  within  the  knowledge  of  Central  Intelligence  ? 

Mr.  Kennedy.  I  believe  it  is,  Senator. 

Senator  McClellan.  In  other  words,  the  committee  has  not  been 
able  to  get  any  information  on  its  own  that  is  not  available  to  those 
sources  of  Government  ? 

Mr.  Kennedy.  We  know  that  that  is  true. 

Senator  McClellan.  In  other  words,  they  should  have  known  it, 
with  due  diligence,  all  the  time. 

Mr.  Kennedy.  That  is  right. 

Senator  McClellan.  So,  obviously,  they  do  know  it  and  have  known 
it. 

Mr.  Kennedy.  That  is  right. 

Senator  McClellan.  The  question  is :  What  action  has  been  taken, 
if  any,  to  stop  it  ? 

I  would  like  to  make  another  observation.  I  notice  a  hundred  Brit- 
ish ships  at  a  minimum  are  engaged  in  this  trade  and  traffic.  I  won- 
der how  much  that  offsets,  if  it  does  not  equal  at  least,  the  contribution 
the  British  are  making  in  the  Korean  war  on  our  side  as  allies.  I 
think  it  is  a  pertinent  observation.  Whose  war  is  it,  the  United  Na- 
tions' or  the  United  States'  war  ?  Some  of  us  are  beginning  to  won- 
der about  it. 

The  Chairman.  I  might  say  I  completely  agree  with  the  observa- 
tions which  Senator  McClellan  just  made.  I  think  I  would  go  a  step 
further.  I  would  say  that  the  British  trade  with  Red  China,  the  use 
of  British-owned  vessels  to  transport  Communist  troops,  more  than 
offsets  any  military  aid  they  have  given  in  Korea.  It  seems  just 
unbelievable,  unheard  of,  in  the  history  of  the  world,  I  believe,  that  a 
nation  would  have  ships  owned  by  its  nationals  transporting  the  troops 
to  kill  its  own  soldiers.  At  least  I  never  heard  of  anything  like  that 
in  the  history  of  the  world  before. 

I  might  say  it  is  equally  impossible  to  understand  our  Mutual  Se- 
curity Administration  hiring  the  same  firm  to  haul  American  cargoes, 
knowing  that  that  firm  has  other  ships  carrying  Communist  troops. 
It  is  just  impossible  to  explain. 

If  it  is  clear  that  the  policy  has  changed — and  we  have  the  young 
men  here  from  the  State  Department  and  MSA  this  morning — then 
I  would  want  to  call  the  previous  Administrator  and  find  out  under 
what  theory  he  was  paying  the  companies  that  were  transporting 
Communist  troops.  From  the  answers  given  to  this  committee  2 
weeks  ago,  frankly,  it  is  not  clear  just  exactly  what  the  policy  is  as 
of  today. 
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Senator  McClellan.  Mr.  Chairman,  I  would  like  to  make  this  fur- 
ther observation.  It  seems  to  me  that  all  of  this  tends  to  indicate  that 
the  whole  Korean  operation  is  geared  into  a  policy  of  the  United 
Nations,  in  which  we,  our  Government,  acquiesces,  that  we  must  be 
careful  not  to  do  anything  to  make  certain  that  we  win  this  war. 

Senator  Symington.  1  would  like  to  make  an  observation  here,  too, 
Mr.  Chairman,  and  that  is  that  I  trust  that  we  can  proceed  with 
these  hearings  now  on  the  basis  of  it  being  a  problem  for  America, 
and  not  the  problem  of  necessarily  a  political  party. 

Senator  Dirksen.  Mr.  Chairman,  I  want  to  be  quite  certain  about 
the  record  and  that  it  is  abundantly  clear. 

First  of  all,  from  independent  sources,  there  is  no  doubt  in  your 
mind  that  the  shiping  companies  referred  to  are  British  companies, 
in  the  sense  that  they  have  been  operating  as  British  companies  in 
the  Orient  ? 

Mr.  Kennedy.  In  Hong  Kong,  Mr.  Senator. 

Senator  Dirksen.  In  Hong  Kong.  Secondly,  is  there  any  doubt  in 
your  mind  that  your  facts  are  authentic  and  fully  bear  out  the  state- 
ment that  these  vessels  have  been  carrying  Communist  troops? 

Mr.  Kennedy.  I  believe  them  to  be  absolutely  correct,  Mr.  Sen- 
ator. 

Senator  Dirksen.  And  third,  is  this  the  same  company  that  owns 
other  vessels  that  have  been  carrying  Mutual  Security  goods'? 

Mr.  Kennedy.  Mr.  Senator,  in  February  of  1952,  the  Wheelock- 
Marden  Co.,  had  a  vessel  called  the  Charles  Dickens,  which  carried 
goods  for  MSA.  I  might  say  that  the  information  that  we  have  is 
that  the  instance  when  this  same  company  transported  Communist 
Chinese  troops,  occurred  at  a  later  date.  We  have  no  information  on 
whether  it  also  carried  Chinese  Communist  troops  at  an  earlier  date. 

Mr.  Flanagan.  Mr.  Kennedy,  in  order  that  we  can  show  the  trend 
of  this  trade  in  1952,  whether  it  was  going  up  or  down,  with  China, 
I  believe  that  you  have  prepared  a  chart  based  on  statistics  furnished 
to  us  by  the  Office  of  Naval  Intelligence  on  the  overall  trade  with  Red 
China  last  year.  Would  you  mind  explaining  briefly  that  chart  to 
the  committee? 

The  Chairman.  I  wonder  if  it  might  not  be  well — I  assume  the  press 
is  interested  in  these  charts — to  move  the  stand  back  here? 

Mr.  Kennedy.  Mr.  Chairman,  these  are  figures  that  are  furnished 
us  by  the  Office  of  Naval  Intelligence,  and  it  is  the  total  western-flag 
vessels  trading  with  Red  China  in  1952. 

The  Chairman.  Mr.  Kennedy,  at  this  point:  You  referred  to  the 
Office  of  Naval  Intelligence  several  times;  I  think  the  record  should  be 
clear  that  it  was  not  the  Office  of  Naval  Intelligence  that  you  are 
quoting  as  an  authority  for  the  movement  of  Chinese  Communist 
troops. 

Mr.  Kennedy.  That  is  right. 

In  December  of  1951,  there  were  188,000  gross  tons  of  shipping  going 
in  and  out  of  China.  At  that  time  there  were  45  different  western- 
flag  vessels.  In  December  of  1952,  there  were  505,000  gross  tons  of 
western-flag  vessels  going  into  China,  and  the  vessels  had  increased  up 
to  88. 

Mr.  Flanagan.  Now,  to  clarify  that  point,  on  that  chart  those  blue 
lines  represent  the  gross  tonnage  of  the  vessels  going  into  those 
ports  ? 

31493— 53— pt.  2 6 
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Mr.  Kennedy.  And  a  gross  ton,  Mr.  Flanagan  is  equivalent  to  100- 
cubic  feet  within  a  vessel. 

Mr.  Flanagan.  It  actually  does  not  represent  the  amount  of  cargo 
going  in,  but  merely  the  tonnage  of  the  vessel. 

Mr.  Kennedy.  That  is  right.  As  to  the  cargo,  we  have  no  informa- 
tion on  that. 

Mr.  Flanagan.  And  the  red  line  that  goes  along  represents  each 
month  the  number  of  western-flag  vessels  that  are  going  into  those 
ports  ? 

Mr.  Kennedy.  Going  in  or  out  of  them. 

Mr.  Flanagan.  In  or  out  of  the  ports  of  Red  China. 

Mr.  Kennedy.  And  there  is  a  steady  increase.  The  505,000  tons 
is  about  21/2  times  greater  than  it  was  in  December  1951. 

Senator  McClellan.  What  is  the  increase  in  the  number  of  ships? 
I  did  not  get  that. 

Mr.  Kennedy.  This  88  in  December  1952  increased  from  a  figure  of 
45  in  December  of  1951. 

Senator  McClellan.  Nearly  double. 

Mr.  Kennedy.  Yes.  It  was  up  to  89  in  November  of  1952,  and 
then  fell  down  one  vessel. 

Mr.  Flanagan.  Now,  Mr.  Kennedy,  in  order  that  the  committee 
can  more  clearly  understand  the  nations,  our  allied  nations,  that  are 
carrying  these  goods  in  and  out  of  China,  will  you  get  our  chart 
where  we  broke  the  number  of  vessels  down  by  the  flags  that  we  fly  ? 

Now,  on  that  second  chart,  Mr.  Kennedy,  does  that  chart  represent 
the  various  nations  that  are  carrying  goods  in  and  out  of  China? 

Mr.  Kennedy.  The  five  leading  nations  that  went  in  and  out  in 
1952,  Mr.  Flanagan. 

Mr.  Flanagan.  Starting  at  the  bottom  nation,  which  is  that? 

Mr.  Kennedy.  This  is  Norway  down  here.  It  started  with  one 
ship  and  steadily  increased  to  nine  ships  in  December. 

Mr.  Flanagan.  That  is  the  red  line? 

Mr.  Kennedy.  The  red  line.     Greece  is  the  yellow  line. 

The  Chairman.  May  I  interrupt  ?  That  chart  covers  what  period 
of  time? 

Mr.  Kennedy.  January  1952  to  December  of  1952. 

The  Chairman.  One  year? 

Mr.  Kennedy.  That  is  correct. 

Greece  started  with  2  ships  in  January  1952  and  increased  to  10, 
11,  and  12,  in  May.  Their  involvement  gradually  went  down,  and 
ended  up  with  5  ships  in  December  1952.  We  found  that  Greece  was 
gradually  going  out  of  the  trade,  and  because  of  the  law  passed  in 
March  1952  they  are  expected  to  be  completely  out  early  this  year. 

Senator  Symington.  What  was  that? 

Mr.  Kennedy.  A  law  of  Greece  that  forbade  Greek-flag  ships  from 
going  into  Red  China. 

Senator  McClellan.  So,  Greece  has  now  completely  stopped  trade  ? 

Mr.  Kennedy.  We  have  some  Greek-flag  vessels  on  our  dy2  month 
period  from  1953,  but  they  are  gradually  petering  off. 

Senator  McClellan.  In  other  words,  the  yellow  line  projected  on 
to  the  present  time  would  end  at  zero. 

Mr.  Kennedy.  That  is  right. 
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The  Chairman.  At  this  time,  Mr.  Kennedy,  I  think  we  should 
make  it  clear  that  the  Greek  law  only  affected  Greek-flag  vessels, 
and  did  not  affect  all  of  the  Greek-owned  ships. 

Mr.  Kennedy.  The  Greek-flag  vessels  are  about  20  percent  of  all 
the  vessels  that  they  own,  Mr.  Chairman. 

The  Chairman.  Let  me  ask  you  this.  Since  the  owners  of  Greek 
ships,  regardless  of  what  flags  they  were  flying,  made  the  agreement 
among  themselves  not  to  ship  any  material  to  Red  China,  do  we  have 
any  indication  that  they  have  violated  that  agreement? 

Mr.  Kennedy.  No  ;  we  haven't.  Some  of  them  have  had  standing 
agreements  with  Communists  firms  to  take  goods  in  or  out  of  China 
and  have  broken  those  agreements. 

The  Chairman.  They  have  broken  those  agreements  ? 

Mr.  Kennedy.  And  have  stopped  trading  with  China.  Some  of 
them  are  just  finishing  up  trips  that  they  were  taking,  Mr.  Chairman. 

The  Chairman.  I  would  like  at  this  time  to  again  comment  on, 
something  that  we  have  commented  on  in  the  past.  That  is  the  fact 
that  the  owners  of  Greek  ships  led  the  way  and  agreed  not  to  engage 
in  this  trade,  and  that  fact  has  unfortunately  created  the  assumption 
in  the  minds  of  some  people  that  the  Greeks  were  the  principal  of- 
fenders. This  chart,  I  think,  very  clearly  shows  that  the  Greeks  were 
not  the  principal  offenders,  and  it  will  show  who  the  principal 
offender  is. 

Mr.  Flanagan.  The  next  nation  is  Denmark. 

Senator  Symington.  Before  we  get  to  Denmark,  could  I  ask  a  ques- 
tion with  reference  to  what  the  chairman  has  just  said? 

We  have  asked  the  Greeks  to  stop,  and  they  have  stopped  ? 

Mr.  Kennedy.  That  is  right. 

Senator  Symington.  Has  anybody  asked  the  English,  who  appar- 
ently are  the  leading  traders,  to  stop  ? 

Mr.  Kennedy.  From  what  information  we  have,  Mr.  Symington 
nobody  has  asked  them  to  ^t  completely  out  of  the  trade 

Senator  Symington.  Now,  let  me  get  this  straight.  In  recent 
months,  after  this  story  had  broken,  nobody  in  the  Government  has 
asked  the  British  to  stop  trading— no  department  has— with  the  Chi- 
nese Communists ;  is  that  correct  ? 

Mr.  Kennedy.  That  is  right. 

Senator  Symington.  Do  you  know  of  any  plans  to  ask  them  to  stop  ? 

Mr.  Kennedy.  I  don't  know  of  any. 

cretseterir^dl?gr-  ^  ^  ^  °f  "*  ^  t0  ask  them  to  in" 
Mr.  Kennedy    I  have  some  figures  on  that.     I  don't  know  whether 
they  were  asked  to  increase  their  trading,  but  I  have  some  fibres  on 
another  chart  that  might  give  an  indication.  to 

i^S^ZSfi^t***^ can  this  be  inserted  in  ** 

The  Chairman    I  think  that  is  an  excellent  idea. 

TO1-  A    /  a1?-  rejeiTed  to  were  marked  "Exhibits  Nos.  3  and  4"  and 
will  be  found  m  the  appendix  on  pages  152  and  153  respectively  ) 
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Mr.  Kennedy.  This  is  Denmark.  It  started  with  3  vessels  and  came 
up  here  in  December  1952  to  7.  And  Panama  started  with  10  vessels, 
and  these  were  all  outlaw  vessels.  I  say  that  because  in  August  of  1951 
Panama  passed  a  law  forbidding  all  their  flag  vessels  from  going  into 
China.  So,  these  vessels  that  continued  to  trade  did  so  despite  that. 
Gradually,  as  their  registries  were  revoked,  they  went  out  of  the  trade, 
until  they  are  zero. 

Senator  McClellan.  Within  a  year,  they  did  cease  trading? 

Mr.  Kennedy.  Yes,  because  in  August  of  1952,  a  year  after  the  law 
in  Panama  was  passed,  their  registries  were  revoked. 

Senator  Symington.  Would  you  care  to  define,  as  briefly  as  con- 
sistent, what  is  an  outlaw  vessel? 

Mr.  Kennedy.  Well,  I  have  asked  the  State  Department  for  an 
opinion  on  that,  and  what  are  the  results  of  being  an  outlaw  vessel; 
and  from  what  information  I  can  get,  the  practical  results  are  that  if 
such  a  vessel  comes  into  a  port  of  another  nation,  that  nation  does  not 
have  to  give  them  clearance  to  leave  the  port.  It  is  a  means  of  delaying 
and  harrassing  more  than  anything  else,  from  what  I  can  understand. 
I  have  asked  the  State  Department  the  question  of  whether  a  vessel 
could  be  seized  on  the  high  seas  by  another  nation  if  it  did  not  have  its 
registry  papers. 

The  Chairman.  Or,  putting  it  another  way,  Mr.  Kennedy,  an  out- 
law vessel  would  be  a  vessel  fly ing  the  flag  of  no  nation. 

Mr.  Kennedy.  That  is  right. 

The  Chairman.  That  is,  when  Panama  revokes  the  flag  of  those 
vessels,  then  they  had  the  flag  of  no  nation,  and  they  are  outlaw 
vessels. 

Mr.  Kennedy.  That  is  right,  until  they  are  able  to  get  another 
flag. 

Mr.  Flanagan.  And  isn't  it  a  further  fact,  Mr.  Kennedy,  that  most 
of  those  outlaw  Panamanian  vessels,  or  a  large  number  of  them,  had 
British  firms  in  Hong  Kong  as  registered  owners? 

Mr.  Kknnedy.  All  the  registered  owners  of  these  Panama  vessels 
were  British  firms,  and  these  vessels,  all  except  one — and  we  have 
the  names  of  them  here — all  ended  up  flying  the  Chinese  Communist 

flag- 
Mr.  Flanagan.  In  other  words,  the  British  firms  owned  them. 

They  were  flying  the  Panamanian  flag. 

Mr.  Kennedy.  In  violation  of  the  Panamanian  law. 

Mr.  Flanagan.  In  violation  of  the  Panama  law.  And  when  Pan- 
ama finally  canceled  their  registrations,  they  then  turn  up  with  Chi- 
nese Communist  flags? 

Mr.  Kennedy.  That  is  right.  We  know  that  a  number  of  them,  ac- 
cording, then,  to  the  Office  of  Naval  Intelligence — and  we  have  the 
names  here,  the  tonnage — were  sold  to  the  Chinese  Communists,  in 
order  to  prevent  their  registry  being  canceled. 

The  Chairman.  So  that  while  that  green  line  would  indicate  that 
those  Panamanian  flag  vessels  had  ceased  trade  with  Red  China,  the 
fact  that  they  are  now  flying  the  flag  of  Red  China  would  indicate 
that  they  are  still  in  that  trade. 

Mr.  Kennedy.  They  are  definitely  in  the  trade.  And  then  the  ques- 
tion comes — and  I  think  we  are  going  to  develop  that — how  they 
got  into  the  hands  of  the  Chinese  Communists,  when  merchant  ves- 
sels are  deemed  strategic  by  ourselves  and  by  our  allies. 
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Mr.  Flanagan.  The  next  nation  ? 

Mr.  Kennedy.  The  next  nation  is  Great  Britain,  which  started  at 
28,  and  ended  in  December  of  1952  with  54. 

Mr.  Flanagan.  There  has  been,  almost,  then,  a  100-percent  increase 
in  the  use  of  British  flag  vessels  in  the  China  trade  last  year? 

Mr.  Kennedy.  That  is  right.  And  of  course,  Great  Britain's  flag 
vessels  are  more  than  all  the  other  vessels  put  together. 

The  Chairman.  And  while  Greece  was  dropping  off  to  nothing, 
while  the  Panamanian  flag  vessels  were  dropping  off  to  nothing  it 
would  appear  that  the  British  ships  took  up  that  trade  and  are  han- 
dling that  same  trade  now. 

Mr.  Kennedy.  From  the  information  that  we  have,  the  western  flag 
vessels  going  into  China  provide  about  75  percent  of  all  the  shipping 
going  into  China.  The  Communist  bloc  has  about  25  percent. 
'  The  Chairman.  May  I  say,  Mr.  Kennedy,  I  want  to  compliment 
you  and  Mr.  Flanagan  for  drafting  these  charts.  They  show  very, 
very  clearly  which  nations  are  assisting  the  enemy  the  most.  They 
clearly  show  the  tremendous  aid  that  Great  Britain  is  giving  to  the 
enemy  which  it  is  allegedly  fighting.  I  think  it  would  be  an  excellent 
thing  if  each  of  the  mothers  of  the~3,700  British  casualties  could  have 
a  copy  of  that  chart. 

Mr.  Flanagan.  Mr.  Kennedy,  to  get  further  information  on  the 
dollar  value  of  these  exports  that  are  going  into  China,  can  you 
state  for  the  record  the  total  dollar  value  of  the  goods  that  have  been 
carried  in  and  out  of  Red  China  in  1952  by  our  allies  ? 

Mr.  Kennedy.  I  can't  give  you  the  dollar  value  of  the  goods  carried 
on  western  flag  ships,  because,  of  course,  a  lot  of  these  western  flag 
vessels  come  from  Communist  ports  in  Europe.  But  the  western  allies 
sent  to  China  last  year,  according  to  the  Department  of  Commerce, 
$275  million  worth  of  goods.  And  we  have  received  information 
that  they  think  that  in  addition  to  that  there  was  about  $50  million 
in  smuggling.  Coming  out  of  China  there  was  approximately  $350 
million  worth  of  goods. 

The  Chairman.  When  you  give  those  figures,  Mr.  Kennedy,  you 
are  not  including  material  sent  to  a  Communist  port  and  transshipped 
to  Red  China,  are  you  ? 

Mr.  Kennedy.  No. 

The  Chairman.  Are  you  including  the  material  that  was  shipped 
into  Macao  ? 

Mr.  Kennedy.  No.  I  might  say  here  that  in  addition  to  this  gross 
tonnage  figure  involved  in  Red  China  trade,  there  is  approximately 
1  million  gross  tons  of  shipping  going  in  and  out  of  Hong  Kong  each 
month  which  does  not  touch  Red  Chinese  ports. 

Senator  Symington.  Mr.  Chairman,  at  that  point,  I  would  like  to 
make  a  suggestion,  and  that  is  that  Mr.  Kennedy  and  Mr.  Flanagan 
talked  about  100  cubic  feet  being  a  gross  ton. 

You  do  not  know  how  full  the  cargo  is,  but  you  do  know  the  more 
cargo  you  have  got  the  more  money  you  are  going  to  make.  And 
therefore  presumably  they  have  a  full  cargo.  If  they  could  strike 
an  average  of  the  value  per  ton  of  what  they  know  was  sent  in,  and 
then  figure  the  number  of  ships  that  went  in,  they  can  average  and 
figure  what  the  total  amount  of  tonnage  and  the  value  of  that  tonnage 
into  Red  China  from  all  sources  was,  and  I  should  think  that  would 
be  a  constructive  figure. 
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The  Chairman.  I  think  that  is  an  excellent  idea.  The  only  trouble 
there  is  that,  let  us  say,  a  vessel  is  chartered  to  carry  fertilizer,  and 
it  is  actually  carrying  ammunition  and  arms.  Figuring  the  value 
of  the  fertilizer  would  have  very  little  meaning.  I  think  Mr.  Ken- 
nedy has  shown  the  committee  some  typical  charters,  for  example, 
the  charter  on  a  vessel  chartered  to  carry  10,000  tons  of  fertilizer 
provided  it  must;  not  stop  at  any  American  port,  must  not  go  through 
the  Panama  Canal,  must  not  stop  at  a  Philippine  port  or  Japanese 
port.  Obviously,  therefore,  it  was  not  carrying  fertilizer,  or  it  would 
not  have  feared  inspection  at  an  American  port.  For  that  reason, 
the  figure  might  be  rather  deceptive.  But  it  might  be  a  good  one  to 
strike  anywhere. 

Mr.  Flanagan.  This  next  chart,  which  I  might  say  is  a  little  bit 
complicated,  I  think  will  show  the  trend  of  this  trade  by  dollars. 

The  Chairman.  Before  you  go  into  that,  may  I  ask  this :  Has  the 
staff  yet  gone  into  the  amount  of  materials,  strategic  and  otherwise, 
shipped  to  Macao?  I  understand  there  is  a  vast  shipment  from  there 
to  Red  China.     Or  have  3^011  had  a  chance  to  go  into  that? 

Mr.  Flanagan.  We  have  some  information  on  what  is  going  in. 
It  is  not  very  complete.  And  there  is  no  way  of  finding  actually 
what  is  going  from  Macao  to  the  ports  of  the  mainland  of  China. 

The  Chairman.  So  this  would  not  include  those  shipments. 

Mr.  Kennedy.  Or  those  of  Hong  Kong. 

Mr.  Flanagan.  This  third  chart  shows  a  comparison,  does  it  not, 
of  the  trade  that  was  carried  on  by  the  free  world  with  Red  China  in 
January  and  February  of  1952,  as  compared  with  January  and  Feb- 
ruary of  1953. 

Mr.  Kennedy.  Mr.  Flanagan,  we  tried  to  get  the  most  up-to-date 
figures  from  the  Department  of  Commerce.  There  were  approxi- 
mately 12  countries  that  sent  in  their  trade  statistics  for  the  first  2 
months  of  this  year.  We  picked  the  6  or  7  biggest  traders  with  Red 
China,  and  we  compared  January  and  February  of  1953  with  January 
and  February  of  1952. 

Mr.  Flanagan.  In  other  words,  this  is  a  comparison  of  the  first  2 
months  of  this  year  with  the  first  2  months  of  last  year? 

Mr.  Kennedy.  Imports  and  exports. 

Mr.  Flanagan.  Will  you  take  1  or  2  of  those  large  nations? 

Mr.  Kennedy.  For  instance,  Belgium  and  Luxembourg  imported 
$200,000  in  1952,  and  imported  $1,071,000  in  the  same  2  months  of  this 
year. 

Senator  Symington.  You  used  the  word  "import"  twice? 

Mr.  Kennedy.  They  are  both  imports.  This  is  a  comparison.  This 
is  January  and  February  1952,  and  this  is  January  and  February  1953. 
These  are  exports  to  China  ;  the  green,  in  January  and  February  1953; 
and  January  and  February  1952  is  the  yellow. 

The  Chairman.  I  am  sorry,  Mr.  Kennedy.     I  missed  part  of  what 

you  said. 

Mr.  Kennedy.  The  red  here  represents  the  imports  into  Belgium 
and  Luxembourg,  for  instance,  from  China  in  January  and  February 
1952.  On  the  other  hand,  these  blue  lines  represent  the  imports  into 
these  countries  for  January  and  February  1953. 

The  Chairman.  And  the  other  line  represents  the  exports  ? 
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Mr.  Kennedy.  This  yellow  line  represents  the  exports  for  January 
and  February  1952.  This  green  in  January  and  February  1952  repre- 
sents the  dollar  value. 

The  Chairman.  Just  so  it  is  completely  clear  in  the  record,  when 
you  refer  to  exports,  you  are  referring  to  exports  from  the  country 
mentioned,  which  means  imports  into  Red  China  ? 

Mr.  Kennedy.  That  is  right. 

Mr.  Flanagan.  Let  us  take  one  of  those  larger  nations.     Germany? 

Mr.  Kennedy.  Germany  imported  in  January  and  February  of 
1952,  $2,939,000. 

Mr.  Flanagan.  How  much  did  she  import  in  the  first  2  months  of 
this  year  from  Red  China  ? 

Mr.  Kennedy.  $6,369,000. 

Mr.  Flanagan.  So  there  has  been  a  very  large  increase  in  the  first 
2  months  of  this  year  over  last  year  as  far  as  Germany  is  concerned, 
in  getting  imports  from  China  ? 

Mr.  Kennedy.  You  will  notice,  Mr.  Flanagan,  that  there  is  an  in- 
crease in  the  imports  and  exports  of  every  country  in  January  and 
February  of  1953  as  compared  with  January  and  February  of  1952, 
and  even  the  smaller  ones,  which  we  were  not  able  to  put  on  this  chart, 
were  all  increases  in  January  and  February  1953. 

Mr.  Flanagan.  Take  Germany's  exports.  What  were  her  exports 
in  1952? 

Mr.  Kennedy.  $21,000. 

Mr.  Flanagan.  That  little  small  line? 

Mr.  Kennedy.  That  is  right. 

Mr.  Flanagan.  What  were  her  exports  in  the  first  2  months  of 
this  year  ? 

Mr.  Kennedy.  $3,269,000.    That  is  just  Western  Germany. 

Mr.  Flanagan.  So  you  have  a  terrific  increase  on  the  part  of  goods 
moving  out  of  Western  Germany  into  Red  China  in  the  first  2  months 
of  this  year? 

Mr.  Kennedy.  That  is  right. 

Senator  McClellan.  Do  we  know  what  those  goods  are? 

Mr.  Kennedy.  We  have  some  sort  of  a  breakdown.  Unfortunately, 
the  Department  of  Commerce,  because  no  particular  request  has  been 
made  for  the  information,  is  about  a  year  behind.  They  have  not 
even  got  a  commodity  breakdown  for  1952. 

Senator  McClellan.  Of  course,  the  stock  answer  is  that  these  are 
not  strategic  materials,  war  goods. 

Mr.  Kennedy.  Mr.  Sheridan  of  the  staff  of  this  subcommittee  went 
over  to  the  Department  of  Commerce  and  tried  to  find  out  what  was 
being  imported  and  exported  to  China  for  the  first  period  of  this  year. 
Unfortunately,  the  reports  were  not  in  English. 

Senator  McClellan.  You  are  not  able  to  give  us  the  accurate 
information? 

Mr.  Kennedy.  We  have  some  basic  information. 

The  Chairman.  In  connection  with  the  claim  which  is  always  made 
that  the  material  is  nonstrategic,  I  think  we  should  perhaps  reintro- 
duce into  the  record  at  this  time  the  letter  from  the  Secretary  of  De- 
fense to  the  effect  that  any  material  sent  to  the  enemy  aids  the  enemy  in 
conducting  its  war  effort. 
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(The  letter  referred  to  is  as  follows:) 

This  is  in  reply  to  your  letter  of  March  10,  1953,  in  which  inquiry  was  made 
concerning  the  position  of  this  Department,  including  the  three  military  services, 
with  regard  to  trade  with  China  on  the  part  of  our  allies  and  others  since 
the  beginning  of  hostilities  in  Korea. 

As  you  know,  immediately  following  the  entry  of  the  Chinese  Communists 
upon  aggression  in  Korea,  the  United  States  Government  established  a  total 
embargo  upon  exports  by  United  States  nationals  to  Communist  China  and 
North  Korea.  It  also  prohibited  the  provision  by  United  States  nationals  of  ship- 
ping and  other  services  to  these  areas.  Rigid  financial  controls  were  imposed 
to  help  enforce  these  restrictions.  The  Department  of  Defense,  including  the 
three  military  services,  has  heartily  supported  this  policy.  This  position  on  the 
part  of  the  Department  of  Defense  is  predicated  on  the  realistic  view  that  the 
shipment  of  goods,  or  the  provision  of  any  services  to  the  Communist  Chinese  or 
to  the  northern  Koreans  contributes  directly  or  indirectly  to  their  economic  and 
military  potential.  The  Department  of  Defense  believes  that  contributions  to 
the  economic  potential  alone,  often  directly,  and  almost  always  indirectly,  con- 
tribute to  any  country's  military  potential. 

Therefore,  the  Department  is  convinced  that  any  goods  or  any  services  reach- 
ing or  serving  these  areas  increase  the  capabilities  of  the  Communist  forces  in 
Asia  not  only  to  continue  but  even  to  intensify  and  extend  the  present  areas  of 
aggression. 

Sincerely  yours, 

Charles  E.  Wilson, 
Secretary  of  Defense. 

The  Chairman.  And  also  I  would  like  to  ask  you,  Mr.  Flanagan — 
we  are  going  to  develop  this  later — the  number  of  ships  intercepted  by 
the  Chinese  Nationalists  which  were  found  to  be  carrying  war  mate- 
rials, ships  allegedly  carrying  nonstrategic  materials  according  to  their 
charter,  but  stopped  by  the  Nationalist  Chinese  and  found  to  be 
carrying  war  materials. 

Mr.  Kennedy.  I  might  say,  also,  Mr.  Chairman,  that  we  received 
information  from  the  Department  of  Defense  that  there  are  many 
goods  being  carried  on  these  vessels  going  into  China  that  the  United 
States  feels  are  strategic  but  that  our  allies  do  not  feel  they  are  stra- 
tegic, therefore  they  can  continue  to  ship  them. 

And  then,  of  course,  there  is  a  second  category  of  items  which  are 
mislabeled,  such  as  the  fertilizer  which  incidentally  was  some  kind  of 
explosive. 

The  Chairman.  An  example,  I  assume,  of  material  which  we  con- 
sider strategic,  but  that  one  of  our  allies  considers  nonstrategic,  would 
be  in  the  case  of  rubber.  I  believe  that  in  a  previous  hearing  you 
developed  that  the  United  Kingdom's  shipments  of  rubber  to  Com- 
munist nations,  not  Red  China  but  Communist  nations,  has  about 
doubled  in  last  year  over  the  year  before. 

Mr.  Kennedy.  But  I  had  in  mind  particularly  shipments  right  to 
Red  China,  Mr.  Chairman,  that  we  feel  are  strategic  but  that  our 
allies  do  not  feel  are  strategic.  Rubber  is  an  example  of  items  being 
sent  to  Russia  that  we  feel  are  strategic  and  our  allies  do  not. 

The  Chairman.  Senator  McClellan? 

Senator  McClellan.  Do  I  understand  this  chart  relates  only  to 
shipments  direct  to  lied  China? 

Mr.  Kennedy.  Right. 

Senator  McClellan.  And  not  shipments  that  may  be  made  to 
other  countries  behind  the  Iron  Curtain? 

Mr.  Kennedy.  Or  to  Hon£  Konp-. 

Senator  McClellan.  Or  to  Hong  Kong,  and  that  may  later  reach 
Red  China? 
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Mr.  Kennedy.  That  is  right. 

Senator  Symington.  Would  you  mind  giving  a  couple  of  the  items 
that  we  consider  strategic  and  that  our  allies  considered  were  not 
strategic? 

Mr.  Kennedy.  The  Department  of  Defense  said  that  that  was  clas- 
sified. They  wouldn't  give  us  the  name  of  the  vessel  or  the  item  being 
carried.  They  did  give  us  examples  of  what  was  being  done  though, 
without  that  information.  For  instance,  they  would  say  that  a  vessel 
left  in  the  middle  of  1952,  that  it  was  a  British-flag  vessel,  that  it  left 
from  Gydnia  in  Poland  and  went  to  Takubar  in  China  and  carried 
goods  that  we  think  are  strategic  but  our  allies  don't.  They  gave  me 
an  example  of  one  vessel  from  each  country  for  1952. 

Senator  Symington.  Did  they  also  give  you  any  reason  why  they 
felt  it  was  improper  to  disclose  what  was  strategic  or  not  strategic  in 
their  opinion  ? 

Mr.  Kennedy.  Not  an  explanation  that  I  could  understand,  sir. 

The  Chairman.  I  may  say  that  I  think  the  committee  should  sub- 
pena  the  officials  in  executive  session  and  find  out  why  they  think  it 
should  be  secret  that  we  consider  certain  things  strategic  and  our 
allies  consider  them  nonstrategic  and  ship  them  to  Red  China.  Would 
you  not  think  so,  Senator  Symington? 

Senator  Symington.  I  would  think  so,  Mr.  Chairman.  I  think 
the  more  we  tell  the  people  about  these  matters,  the  more  truth  we 
get  in  the  press,  the  greater  opportunity  we  have  for  at  least  clarify- 
ing them. 

Mr.  Flanagan.  Let  us  take  one  more  example  from  the  chart, 
without  going  into  all  of  them. 

How  about  the  United  Kingdom  now  ?  What  were  her  exports  to 
China  in  the  first  2  months  of  1952? 

Mr.  Kennedy.  $334,000  in  1952,  January  and  February. 

Mr.  Flanagan.  And  what  were  her  exports  to  China  in  the  first  2 
months  of  this  year  ? 

Mr.  Kennedy.  $5,750,000. 

Mr.  Flanagan.  Several  hundred  percent  increase? 

Mr.  Kennedy.  Much  more  than  that. 

Mr.  Flanagan.  How  about  her  imports  from  China  in  1952? 

Mr.  Kennedy.  Imports  in  January  and  February  of  1952,  $1,785,- 
000,  and  in  1953,  during  the  same  period,  she  imported  $3,976,000. 

(The  chart  discussed  above  was  marked  as  "Exhibit  No.  5."  Since 
it  cannot  be.  reproduced  in  color,  it  is  felt  that  the  chart  would  be 
difficult  to  interpret  without  this  guide;  therefore,  it  may  be  found  in 
the  staff  room  of  the  subcommittee.) 

The  Chairman.  May  I  at  this  point  ask:  Who  is  here  from  the 
State  Department? 

Mr.  Leddy.  I  am,  sir. 

The  Chairman.  Mr.  Leddy.     And  Mr.  Hansen  from  MSA. 

Mr.  Hansen.  Yes,  sir. 

The  Chairman.  You  gentlemen  have  been  under  oath  before. 
You  are  reminded  your  oath  is  still  in  effect.  Will  you  come  up  and 
sit  down  up  here,  if  you  will  ? 

Would  you  consider  this  tremendous  increase  in  shipments  from 
Britain  to  Red  China  over  the  past  year  as  an  aid  to  Red  China's  war 
effort? 

Mr.  Leddy,  would  you  care  to  answer  that  first  ? 
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FURTHER  TESTIMONY  OF  KENNETH  R.  HANSEN,  ACTING  DEPUTY 
ADMINISTRATOR  OF  THE  MUTUAL  DEFENSE  CONTROL  ACT,  AND 
JOHN  M.  LEDDY,  ACTING  DEPUTY  ASSISTANT  SECRETARY  OF 
STATE  FOR  ECONOMIC  AFFAIRS,  DEPARTMENT  OF  STATE 

Mr.  Leddy.  Mr.  Chairman,  I  would  say  this:  that  there  are  things 
which  other  governments  ship  that  we  regard  as  strategic,  that  we 
are  trying  to  get  them  to  regard  as  strategic,  and  it  is  our  hope  that 
these  lists  can  be  extended. 

The  Chairman.  Would  you  try  and  answer  the  question?  You 
have  just  seen  it  developed,  using  figures  obtained  from  official  Gov- 
ernment agencies — you  do  not  need  to  read  a  statement  on  this.  Will 
you  just  listen  to  my  question?  You  have  just  seen  it  developed, 
using  figures  obtained  from  official  Government  agencies,  that  the 
shipments  from  some  of  our  alleged  allies  have  increased  many,  many 
hundred  percent  in  these  months,  just  a  5-month  period  it  is. 

My  question  is :  Do  you  think  that  this  aids  the  war  effort  of  Red 
China? 

Mr.  Leddy.  I  do  not  think  that  the  mere  increase  does,  sir;  insofar 
as  it  may  include  items  which  we  would  regard  as  those  which  should 
be  added  to  the  international  strategic  list,  it  would,  but  I  do  not  know 
that  the  increase  includes  those,  sir. 

Senator  Symington.  Would  you  say  the  more  we  shipped  to  Red 
China,  the  more  we  hinder  their  war  effort? 

Mr.  Leddy.  Senator,  this  came  up  at  the  last  hearing,  and  I  do 
think  you  have  to  take  both  sides  of  this  question.  That  is  to  say, 
you  have  to  measure  what  goes  in,  the  kind  of  things  that  go  in, 
against  what  comes  out. 

For  example,  in  the  case  of  Japan,  they  have  been  shipping  seaweed 
into  Red  China  and  obtaining  iron  ore  in  return.  And  I  think  it 
would  be  very  hard  to  come  to  a  conclusion  that  this  exchange  aids 
Red  China. 

Senator  Symington.  Yon  just  heard  information  that  a  good  many 
articles  which  our  Department  of  Defense  considers  are  strategic  are 
not  considered  strategic  by  the  other  countries  that  are  shipping  them 
into  China.  Now,  would  you  say  that  items  which  our  Department 
of  Defense  feels  are  strategic  items  that  are  shipped  into  Red  China 
would  help  their  prosecution  of  the  war  successfully  against  us,  or 
would  hinder  it? 

Mr.  Leddy.  Senator,  I  would  agree  that  items  that  this  Government 
regards  as  being  strategic,  and  which  should  be  added  to  the  list  if 
shipments  of  these  items  go  on— that  they  would  aid  the  Red  China 
war  effort.    And  we  are  trying  to  get  those  items  stopped. 

Senator  Symington.  I  might  say,  Mr.  Chairman,  that  I  have  been 
reading  in  the  papers  quite  a  lot  recently  about,  in  effect,  that  as  we 
cut  our  national  defenses  we  increase  our  security.  In  this  case, 
then,  you  might  say  that  the  more  we  increase  our  trade  to  Red  China, 
the  more  we  increase  our  security.  That  would  be  about  the  same 
comparison  ;  would  it  not? 

Mr.  Leddy.  Senator,  I  am  afraid  that  it  is  not  really  that  simple.  I 
do  think  you  have  to  distinguish  between  items  of  trade.  As  I  say, 
we  do  not  agree  with  other  governments  on  all  these  matters,  but  we 
are  trying  to  run,  as  best  we  know  how,  an  international  control 


CONTROL    OF    TRADE    WITH   THE    SOVIET    BLOC  143 

effort.  Now,  we,  by  ourselves,  this  Government,  cannot  run  a  world- 
wide system  of  control.  For  that  purpose,  we  have  to  get  other  coun- 
tries to  exercise  a  control.  They  do  not  always  agree  with  us.  We 
do  our  best  to  get  them  to  agree  with  us.  But  we  are  farther  along 
with  an  international  control  system  of  that  kind 

Senator  Svmington.  You  just  heard  a  statement  made  that  the 
present  administration  has  classified  what  they  consider  strategic,  and 
what  the  other  people  do  not.  Is  that  the  policy  of  the  State  Depart- 
ment? Do  they  agree  that  we  should  classify  what  we  consider  stra- 
tegic and  what  the  British  and  the  others  that  are  shipping  in  con- 
sider nonstrategic? 

Mr.  Leddy.  Senator,  it  has  been  our  policy  to  get  as  much  publicity 
as  we  possibly  can  with  respect  to  the  international  control  effort. 

Senator  Symington.  Would  you  try  to  answer  the  question? 

Somebody  said  it  is  the  policy  of  the  Department  of  Defense  not 
to  disclose  what  it  considers  strategic  that  is  being  shipped  into 
China,  but  what  our  allies  do  not  consider  strategic.  I  would  like 
to  ask  :  Is  that  also  the  policy  of  the  Department  of  State? 

Mr.  Leddy.  Yes,  sir.  It  is  the  policy  of  the  Government,  so  far  as 
I  know. 

Senator  Symington.  You  agree  with  that  policy?  Do  you  think  it 
makes  any  sense? 

Mr.  Leddy.  Senator,  I  think  it  is  the  only  policy  that  we  can  apply 
at  this  time. 

Senator  Symington.  Now,  let  me  get  this  straight.  In  other  words, 
you  agree  that  even  though  this  Government  feels  that  strategic  ma- 
terials should  not  be  shipped  into  China,  and  our  allies  feel  that  they 
should  be  shipped  into  China,  our  Government  should  not  disclose 
what  it  thinks  are  the  strategic  materials  that  are  being  shipped 
into  China  by  our  allies.    Is  that  right? 

Mr.  Leddy.  Senator,  I  do  not  think  it  is  a  matter  of  getting  angry. 
I  think  it  is  a  matter  of  differing  economic  and  political  situations  in 
the  rest  of  the  world. 

Senator  Symington.  Well,  if  you  shed  light  on  it,  so  that  you  could 
have  the  people  of  the  free  world  decide  whether  or  not  they  agreed 
or  disagreed  that  it  was  strategic  material,  would  not  the  chance  be, 
if  wewere  right  in  the  position  of  our  Government,  that  less  would 
(low  into  China?  Yet  you  say  that  if  you  did  it,  more  would  flow 
into  Red  China.    I  cannot  understand  that. 

Mr.  Leddy.  Senator,  I  think  that  the  point  is  that  we  have  agreed, 
we  are  bound  to  agree,  with  the  other  governments,  on  the  classified 
nature  of  the  information.  If  we  breach  that  classification,  if  Ave 
begin  taking  unilateral  steps  of  that  sort,  I  think  we  do  jeopardize  the 
international  control  system. 

Senator  Symington.  Then  what  you  are  really  saying  is  that  if 
we  disclose  the  strategic  materials  that  our  allies  are  shipping  into 
China,  the  result  of  that  will  be  that  we  will  cross  our  allies,  and  they 
will  ship  a  lot  more  of  that  into  China  ? 

Mr.  Leddy.  Senator,  I  think  that  might  be  a  result.  It  is  a  risk  I 
would  not  wTish  to  take. 

The  Chairman.  Let  me  ask  you  this  question.     How  long  have 
you  been  in  the  State  Department? 
>  Mr.  Leddy.  I  have  been  in  the  State  Department  since  July  of  1941, 
sir. 
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The  Chairman.  July  of  1941.  May  I  just  go  into  your  background 
a  bit  ?    What  jobs  have  you  held  in  the  State  Department  ? 

Mr.  Leddy.  In  1941,  I  came  in  as  a  professional  assistant  at  grade 
3  in  the  Trade  Agreements  Department  of  the  State  Department.  I 
continued  in  that  same  field,  trade  agreements  and  commercial  policy, 
until  1949,  during  which  year  I  served  as  the  Deputy  Director  of 
United  Nations  Economic  and  Social  Affairs. 

In  1950,  I  came  back  into  trade-policy  work  in  the  Office  of  Inter- 
national Trade  Policy,  which  later  on  became  the  Office  of  Economic 
Defense  and  Trade  Policy.  And  my  present  temporary  position  is  as 
an  Acting  Deputy  Assistant  Secretary  for  Economic  Affairs,  pend- 
ing the  appointment  of  a  new  Assistant  Secretary  and  Deputy. 

The  Chairman.  Mr.  McClellan,  you  had  some  questions? 

Senator  McClellan.  I  wish  to  quote  from  a  letter  of  March  28  by 
the  Secretary  of  Defense  to  the  chairman  of  the  committee.  Then, 
after  quoting  this  excerpt  from  the  letter,  I  should  like  to  ask  a  ques- 
tion.   I  quote: 

The  Department  of  Defense  believes  that  contributions  to  the  economic  po- 
tential alone  often  directly  and  almost  always  indirectly  contribute  to  any  coun- 
try's military  potential.  Therefore,  the  Department  is  convinced  that  any  goods 
or  any  services  reaching  or  serving  these  areas  increase  the  capabilities  of  the 
Communist  forces  in  Asia,  not  only  to  continue  but  even  to  intensify  and  extend 
the  present  areas  of  aggression. 

May  I  ask  you  if  the  State  Department  agrees  with  this  statement 
of  the  Department  of  Defense  ?     Or  do  you  disagree  with  it  ? 

Mr.  Leddy.  Senator,  that  question  was  asked  of  me  in  the  last  hear- 
ing, and  my  reply  was  that  so  far  as  I  know  that  appraisal  is  not  the 
appraisal  which  is  the  governmentwide  appraisal  of  the  effect  of  trade 
on  military  potential  which  binds  the  State  Department. 

The  Chairman.  All  right.     Answer  the  Senator's  question. 

Senator  McClellan.  Is  that  the  philosophy  and  policy  of  the  State 
Department,  or  is  it  contrary  to  the  policy  of  the  State  Department  ? 
That  is  what  I  want  to  know.  Is  there  an  agreement  between  the  re- 
sponsible agencies  of  our  own  Government,  or  is  there  disagreement 
with  respect  to  this  trade  with  China? 

Mr.  Leddy.  Well,  sir,  so  far  as  I  know,  the  executive  branch  ap- 
praisal is  not  that  every  single  transaction  contributes  to  the  war 
potential. 

Senator  McClellan.  Well,  what  transactions  do  you  exclude  ? 

Mr.  Leddy.  I  mentioned,  I  believe,  the  exportation  of  seaweed  from 
Japan  to  China  in  exchange  for  iron  ore.  There  are  some  transac- 
tions which  we  have  ourselves  engaged  in,  such  as  importation  of  hog 
bristles  from  China,  which  were  valuable  to  us.  And  cases  of  that 
sort,  I  think,  the  Government  would  feel  are  in  our  net  security 
interest,  rather  than  to  the  contrary. 

Senator  McClellan.  Well,  do  you  not  think  that  trade  and  com- 
merce with  an  enemy  in  time  of  war,  and  certainly  an  increasing 
trade,  as  indicated  by  this  chart,  definitely  strengthens  the  economy 
of  that  enemy  so  as  to  enable  it  to  prosecute  a  war  more  aggressively? 
Do  you  not  agree  that  it  does  make  that  contribution  ? 

Mr.  Leddy.  Senator,  I  think  it  can  make  that  contribution,  depend- 
ing upon  what  it  is  that  is  traded. 

Senator  McClellan.  Well,  do  you  say  it  is  not  making  that  con- 
tribution now  ?  You  say  it  can.  Do  you  not  think  it  is  making  such 
a  contribution  now  to  Red  China? 
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Mr.  Leddy.  Well,  sir,  I  think  you  still  have  to  measure  the  other 
aspect  as  to  the  effect  upon  the  western  countries. 

Senator  McClellan.  Well,  have  you  measured  it  and  made  a  deter- 
mination ?     That  is  your  job. 

Mr.  Leddy.  Senator,  the  question  was  asked  of  the  Secretary  of 
State  whether  it  was  our  ultimate  objective  to  stop  all  trade  in  ship- 
ping with  China,  and  his  reply  was  "Yes,"  with  this  qualification: 
That,  where  there  are  transactions  which  can  be  regarded  as  being 
to  our  net  security  advantage,  we  do  not  intend  to  prevent  them.  Thai- 
is  all  I  can  say. 

Senator  McClellan.  All  right.  If  that  is  your  ultimate  objective, 
the  results,  as  evidenced  by  this  chart,  are  that  instead  of  making 
progress  in  that  direction  we  are  actually  going  into  reverse  and  mak- 
ing progress  in  the  opposite  direction.     Is  that  not  true  ? 

Mr.  Leddy.  Senator,  I  don't  think  so.  Because  we  have  recently 
widened  the  system. 

Senator  McClellan.  You  do  not  think  that  increasing  of  trade  is 
making  progress  in  the  opposite  direction;  that  our  goal  is  to  stop 
all  trade  ? 

Mr.  Leddy.  Senator,  as  a  result  of  recent  discussion's  between  the 
Secretary  of  State  and  the  British  Foreign  Secretary,  the  British  have 
agreed  now  to  institute  a  voyage-licensing  system,  where  no  British 
registry  ship  can  carry  any  strategic  item  from  any  place  in  the 
world 

Senator  McClellan.  Well,  what  is  meant  by  "strategic"?  There 
are  different  interpretations. 

Mr.  Leddy.  I  agree. 

Senator  McClellan.  What  we  say  is  strategic,  they  may  disagree 
with. 

Mr.  Leddy.  Yes,  sir.     I  understand. 

Senator  McClellan.  So,  we  have  actually  made  no  progress,  be- 
cause they  reserve  the  right  to  determine  what  is  strategic  in  their 
opinion,  and  they  can  still  send  goods,  and  will,  under  that  agreement, 
that  we  regard  as  strategic,  can  they  not? 

Mr.  Leddy.  Senator,  it  is  true  that  other  countries  differ  with  us. 
We  do  not  always  agree  with  them.  But  we  cannot  take  the  position 
that  they  do  not  have  a  right  to  an  independent  judgment. 

Senator  McClellan.  But  we  can  disagree  with  them,  can  we  not? 

Mr.  Leddy.  Yes,  sir;  we  have  disagreed  with  them. 

Senator  McClellan.  Then  we  should  insist,  in  view  of  the  fact  that 
I  think  it  is  irrefutable  that  trade  with  an  enemy,  whether  in  actual 
war  goods  or  strategic  goods,  an  increasing  trade  with  an  enemy,  such 
as  has  been  developed  here  in  these  hearings,  definitely  means  that  we 
are  aiding  the  enemy  and  we  are  helping  to  strengthen  its  economy 
and  increase  its  economic  power,  and  therefore  enable  it,  just  as  the 
Secretary  of  Defense  says  here,  not  only  to  intensify  but  to  extend  its 
aggressive  action. 

Senator  Symington.  I  would  like  to  ask  a  question,  if  I  may,  Mr. 
Leddy.  You  say  that  the  State  Department  does  not  agree  with  the 
position  that  was  just  presented  to  you  from  the  Department  of  De- 
fense by  Senator  McClellan.  Now,  we  have  been  at  war  for  nearly 
3  years,  3  years  next  month.  If  there  is  a  disagreement  between  the 
State  Department  and  the  Department  of  Defense  in  a  matter  of  this 
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character,  who  decides  what  is  to  be  the  policy  of  the  American  Gov- 
ernment? 

Mr.  Leddy.  Senator,  as  I  recall,  the  statements  of  the  Defense  De- 
partment did  purport  to  be  the  views  of  the  Defense  Department 
rather  than  the  executive  branch. 

Now,  the  decision  on  this  policy  is  made  at  the  highest  levels  of 
the  Government  by  the  National  Security  Council. 

Senator  Symington.  I  was  going  to  get  to  that.  What  you  are  say- 
ing is  that  the  Defense  Department  has  taken  a  position — and  you  use 
the  word  "purport" — but  that  position  is  not  the  position  of  the  Gov- 
ernment.    Is  that  right? 

Mr.  Leddy.  That  is  my  understanding,  sir. 

Senator  Symington.  All  right.  Now,  the  National  Security  Coun- 
cil, which  was  created  by  the  Congress  in  1947,  as  I  remember  it,  has 
on  it  the  memberships  of  various  agencies,  including  the  State  Depart- 
ment and  the  Department  of  Defense,  and  as  I  remember  it,  is  an 
advisory  body  to  the  President  with  respect  to  our  national  and  in- 
ternational policy.    Is  that  correct? 

Mr.  Leddy.  Yes,  sir. 

Senator  Symington.  Then  the  person  who  could  say  whether  or  not 
this  was  the  policy  of  the  American  Government,  and  the  only  person 
who  could  say,  based  on  this  mixup  that  has  been  developed  here, 
would  be  the  President;  is  that  correct? 

Mr.  Leddy.  Yes,  sir. 

Senator  Symington.  Mr.  Chairman,  I  would  suggest  that  the  chair- 
man write  a  letter  to  the  President  and  ask  him  what  is  the  policy  of 
the  American  Government  with  respect  to  this  obvious  subterfuge  of 
agreeing  with  these  allies  that  we  cannot  ship  strategic  materials  but 
that  we  can  ship  nonstrategic  materials,  and  disagreeing  with  our 
allies  with  respect  to  what  is  or  is  not.  strategic  materials,  and  then 
classifying  that  ourselves  to  be  sure  that  nobody  will  know7  what  we 
are  talking  about. 

The  Chairman.  I  think  that  is  an  excellent  suggestion,  and  the 
Chair  will  write  that  letter  this  afternoon. 

Senator  Dirksen.  Mr.  Chairman,  I  was  about  to  inquire  of  the 
committee  whether  it  is  a  fair  assumption  on  the  basis  of  these  dis- 
closures that  we  are  trying  not  to  win  a  war. 

But.  Mr.  Leddy,  I  want  to  ask  you  a  very  simple  question.  Is  food 
regarded  as  strategic? 

Mr.  Leddy.   No,  sir. 

Senator  Dirksen.  It  is  not  strategic? 

Mi-.  Leddy.  I  do  not  believe  so. 

The  Chairman.  Do  you  not  know,  Mr.  Leddy? 

Mr.  Hansen.  Food  items  are  not  on  our  list  of  strategic  materials. 

Senator  Dirksen.  Do  you  and  Mr.  Hansen  recall  all  those  signs 
we  posted  by  the  millions  during  World  War  II  that  "Food  will  win 
the  war"? 

Mr.  Hansen.  Yes,  sir. 

Senator  Dirksen.  Well,  if  food  will  win  a  war  for  us,  food  might 
win  a  war  for  the  enemy  if  he  got  enough  from  the  outside,  if  he 
needed  it.     Would  that  not  be  a  reasonable  assumption? 

Mr.  Leddy.  Senator,  I  doubt  so  in  the  case  of  China. 

Senator  Dirksen.  You  doubt  it? 
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Mr.  Leddy.    I  doubt  it.     I  do  not  think  any  Chinese  soldier  will 

ever  go  without  food. 

The  Chairman.  Will  you  speak  a  little  louder? 

Mr  Leddy  I  say  I  don't  believe  any  Chinese  soldier  will  ever  go 
without  food  so  long  as  it  can  be  taken  away  from  the  civilians. 

Senator  Dirksen.  And  yet  starvation  is  one  of  the  most  important 
instrumentalities  of  warfare,  is  it  not,  and  it  is  one  of  the  objectives 
of  the  blockade,  finally.  . 

Mr  Leddy.  Yes,  sir.  I  don't  believe,  however,  that  the  importa- 
tion of  foodstuffs  into  China  makes  any  significant  dent  on  the  total 
food  supplies  available  to  China. 

Mr.  Hansen,  do  you  have  any  comment  on  that? 

The  Chairman.  Will  you  gentlemen  try  and  speak  a  little  louder 
and  o-et  nearer  to  the  microphone,  so  that  we  can  hear  you? 

Mr.  Hansen.  I  should  like  to  make  this  comment,  Senator  Dirksen, 
with  reference  to  food.  1 . 

Certainly  we  recogniza  that  food  has  a  great  role  to  play,  the  avail- 
ability of  it,  in  respect  of  any  nation's  ability  to  prosecute  a  war. 
We  recognize  that  on  both  sides  of  the  Iron  Curtain.  As  a  matter  of 
fact,  one  of  the  major  imports  from  the  Soviet  bloc,  which  is  the 
reason  for  a  great  amount  of  the  nonstrategic  trade,  is  the  receipt  of 
food  supplies.  The  actual  ability  of  a  country  to  prosecute  war  on  the 
basis  of  imports  of  some  food  items  would  be  very  difficult  to  trace. 
However,  in  the  case  of  famine  or  of  severe  food  shortages  in  a 
belligerent  country,  obviously  the  shipment  of  food  to  them  would 
helplhem.  But  in  terms  of  the  present  level  of  controls  as  we  have 
been  able  to  internationally  agree,  food  is  not  commonly  thought  of 
as  a  strategic  item. 

We  do  realize,  however,  that  food  is  a  very  important  item  in  the 
defense  effort  of  many  countries,  not  the  least  of  all  that  of  the  United 
States.  We  do  not,  however,  prohibit  the  movement  of  food  to  coun- 
tries behind  the  Iron  Curtain,  except  as  far  as  the  United  States  has 
a  complete  embargo  toward  China. 

Senator  Dirksen.  Mr.  Chairman,  if  you  will  bend  your  ear  for  a 
moment,  I  want  to  say  I  suppose  one  of  these  days  I  will  have  to  go 
back  to  staff  school  all  over  again.  I  thought  I  was  taught,  way  back 
in  World  War  I,  that  the  way  to  win  a  war  was  to  immobilize  the 
enemy's  manpower,  and  the  way  to  do  it  was  to  either  kill  them  or 
•starve  them,  and  the  way  to  kill  them  is  to  kill  them  with  weapons, 
and  the  way  to  starve  them  is  to  deny  food  going  into  the  country. 
And  I  also  nursed  the  rather  naive  idea  that  food  was  quite  a  weapon 
in  this  modern  day  and  age.  But  evidently,  if  food  is  not  strategic, 
there  is,  then,  no  limitation  or  restriction  whatsoever  on  the  shipment 
of  food  to  Red  China. 

Mr.  Leddy.  Senator,  I  think  China  exports  more  food  than  it 
imports. 

Senator  Dirksen.  That  could  be,  of  certain  types,  certainly;  but  I 
am  thinking  in  terms  of  those  things  that  keep  a  soldier  going. 

But  it  satisfies  my  question.     Food  is  not  regarded  today  as  strategic. 

Mr.  Flanagan.  Are  men  regarded  as  strategic?     Troops? 

Mr.  Leddy.  They  certainly  are. 

Mr.  Flanagan.  Did  you  hear  Mr.  Kennedy's  testimony  this  morn- 
ing that  we  had  information  that  British-owned  ships  were  transport- 
ing Communist  troops  along  the  coast  of  China  ? 
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Mr.  Leddt.  Yes,  sir. 

Mr.  Flanagan.  Was  that  information  made  known  to  the  State 
Department? 

Mr.  Leddy.  It  was. 

The  Chairman.  First,  let  me  ask  you :  Is  that  testimony  true?  Do 
you  know  that  what  Mr.  Kennedy  said  is  a  fact? 

Mr.  Leddy.  I  am  not  sure  whether  it  was  complete,  sir,  but  we  were 
apprised  of  one  of  the  two  ships  concerned. 

Mr.  Flanagan.  When  ? 

Mr.  Leddy.  This,  I  think,  was  in  July  of  1951.  We  began  to  initi- 
ate action  with  the  Government  whose  registry  the  ship  was  on,  but 
we  were  prevented  by  another  agency,  which  is  the  security  source,  for 
security  reasons.  Nevertheless,  a  month  or  two  later  we  were  success- 
ful in  gaining  the  cancellation  of  registry  of  that  ship. 

Mr.  Flanagan.  Did  you  know  at  that  time  that  those  vessels  were 
owned  by  British  firms  in  Hong  Kong? 

Mr.  Leddy.  I  do  not  know  that  we  have  that  information  yet,  sir, 
whether  these  vessels  were  knowingly  permitted  to  engage  in  this  by 
a  British  company. 

Mr.  Flanagan.  Answer  my  question.  At  the  time  this  information 
was  brought  to  the  attention  of  the  State  Department,  in  1951,  was 
the  State  Department  then  informed  that  those  vessels  were  registered 
in  the  name  of  Hong  Kong  firms  ? 

Mr.  Leddy.  We  knew  that  the  Hong  Kong  firm  was  either  the  owner 
or  manager  or  agent;  yes,  sir. 

Mr.  Flanagan.  In  view  of  the  fact  that  the  vessels  were  owned  or 
managed  by  Hong  Kong  firms,  was  any  effort  made  by  our  State  De- 
partment to  bring  this  to  the  attention  of  the  British  Government? 

Mr.  Leddy.  No,  sir.  We  moved  with  the  other  government,  whose 
registry  was  involved,  as  being  the  quickest,  fastest  way  to  gain  action 
with  respect  to  the  ship. 

Mr.  Flanagan.  Why  did  you  not  talk  to  the  British,  whose  citizens 
own  the  vessels  ? 

Mr.  Leddy.  I  can't  get  into  that,  sir,  without  getting  into  confiden- 
tial information,  which  could  be,  I  think,  explained,  with  the  consent 
of  the  other  agency,  in  executive  session. 

The  Chairman.  I  may  say  that  while  I  feel  that  some  of  the  security 
regulations  which  you  gentlemen  claim  you  are  bound  by  are  com- 
pletely ridiculous,  we  will  honor  them  for  the  time  being.     We  will  • 
hear  you  in  executive  session  on  that.     I  may  say  this  is  no  approval  of 
some  of  the  secrecy  rules  you  have  adopted. 

Mr.  Flanagan.  I  have  one  more  question.  Mr.  Leddy,  as  Deputy 
Assistant  Secretary  of  State,  do  you  feel  that  both  the  small  country 
whose  flag  these  vessels  flew,  as  well  as  the  British  whose  citizens  own 
the  vessels,  should  have  been  apprised  of  this  situation,  in  other  words, 
this  troop  movement? 

Mr.  Leddy.  Yes,  sir. 

The  Chairman.  Mr.  Leddy,  do  I  understand  it  is  your  position  now 
that  you  feel  we  should  not  expose  the  materials  which  we  consider 
strategic  war  materials,  which  our  allies  are  shipping  into  Red  China? 
You  think  that  might  do  some  damage  if  the  people  knew  about  that? 

Mr.  Leddy.  Yes;  I  think  it  might  do  some  damage  to  our  inter- 
national negotiating  effort,  sir.  As  I  have  said,  this  Government  has 
persistently  tried  to  develop  for  public  release  as  much  information 
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as  we  can.  But  we  do  have  to  abide  by  the  classification  rules  of  other 
governments,  which  pertain  to  their  own  regulations.  I  believe  in 
the  maximum  publicity. 

The  Chairman.  You  do  not  think  the  American  people  should  know 
the  extent  to  which  our  allies  are  shipping  what  we  consider  strategic 
materials  to  Red  China?  You  are  afraid  if  the  American  people 
knew  that  it  might  impair  your  negotiating  efforts? 

Mr.  Leddy.  No,  sir.  Not  at  all.  It  is  the  other  side  of  the  coin. 
The  position  of  other  governments  is  that  these  matters  should  be  clas- 
sified.    Our  position  is  that  we  should  develop  the  maximum  publicity. 

The  Chairman.  Your  position  is  that  you  should  ? 

Mr.  Leddy.  That  we  should  have  the  maximum  publicity;  yes,  sir. 

The  Chairman.  You  say  we  should  publicize  this.  You  say  we  are 
not  doing  it,  because  other  governments  say  we  should  keep  it  secret. 
Is  that  it?  In  other  words,  let  us  say  that  Britain  is  shipping,  as 
we  know  they  are,  a  sizable  amount  of  material  which  we  consider 
strategic.  You  say,  "We  will  keep  that  secret  from  the  American 
people,  because  the  British  Government  does  not  want  it  known."  Is 
that  a  correct  statement  of  your  position? 

Mr.  Leddy.  Broadly  speaking,  yes.  It  is  not  only  the  British 
Government.     It  is  other  governments  generally. 

The  Chairman.  Let  us  take  the  governments  one  at  a  time.  Let 
us  take  the  British  Government.  Where  they  are  shipping  what  we 
consider  strategic  war  materials  to  our  enemy,  you  say,  "We  think  it 
should  be  given  wide  publicity."  But  you  say,  "Because  the  British 
think  it  should  be  kept  secret" — and  I  can  certainly  understand 
why  they  would  want  it  kept  secret — "We  will  bow  to  that,"  and  you 
classify  that  to  the  extent  that  at  this  time  you  refuse  to  give  the  com- 
mittee the  information.     Is  that  your  position? 

Mr.  Leddy.  Not  exactly,  Senator.  I  think  the  position  of  other 
governments  is  that  the  strategic  lists  of  items,  and  therefore  items 
which  are  under  consideration  or  discussion  for  addition  to  the  list, 
which  include  items  that  we  propose  for  those  lists — that  those  nego- 
tiations and  those  lists  be  kept  on  a  classified  basis. 

Now,  as  I  say,  our  position  has  been  to  propose  the  maximum  degree 
of  publicity  on  these  things,  but  other  governments  don't  see  it  our 
way,  and  since  they  are  their  controls,  we  have  respected  that  view. 

The  Chairman.  Senator  McClellan? 

Senator  McClellan.  I  do  not  know  that  there  is  any  way  to  deter- 
mine from  what  these  charts  reveal  how  much  of  the  increased  trade 
with  Red  China  from  these  countries  is  of  materials  that  we  regard 
as  strategic  and  other  countries  do  not,  but  I  think  it  would  be  fair 
to  assume  that  much  of  this  trade  is  of  materials  that  we  regard  as 
strategic,  and  that  the  other  countries  do  not.     Would  you  not  think  so  ? 

Mr.  Leddy.  I  would  not  be  able  to  make  an  estimate,  sir,  as  to  how 
much.     I  really  do  not  know. 

Senator  McClellan.  Well,  we  cannot  make  an  estimate  as  to  how 
much.  But  certainly  the  charts  indicate  that,  after  3  years  of  war 
and  negotiations,  the  negotiations  are  not  being  successful,  have  not 
been  successful  to  this  date,  with  our  allies,  in  stopping  this  trade.  The 
charts  clearly  indicate  that,  do  they  not? 

Mr.  Leddy.  No,  sir,  I  don't  believe  so.  I  think  that  there  has  been 
a  very  substantial  reduction  in  free  world  exports  into  China,  if  you 
go  back  to  1948-49. 
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Senator  McClellan.  Do  von  have  the  information  and  can  you  give 
us  the  information  as  to  what  part  of  this  increased  trade  is  of  goods 
that  we  regard  as  strategic,  and  winch  other  countries  do  not  regard 
as  strategic?    Do  you  have  that  information? 

The  Chairman.  Will  you  identify  your  adviser,  just  for  the  record? 

Mr.  Lf.ddy.  My  adviser? 

Mr.  Goodkind.  My  name  is  Louis  W.  Goodkind,  and  I  am  Chief  of 
the  Economic  Defense  Staff  of  the  Department  of  S:ate. 

Mr.  Leddt.  I  believe  that  we  can  submit  for  the  committee,  insofar 
as  we  have  breakdowns,  what  the  items  were  in  the  trade  that  goes. 
I  think  the  question  of  classification  comes  as  to  those  items  which 
are  under  international  discussion  with  respect  to  their  strategic 
character. 

Senator  McClellan.  As  I  understand  your  position,  the  reason  you 
are  classifying  all  of  this  as  secret  and  not  making  it  available  to  the 
public  is  that  you  take  the  position  that  }rou  are  afraid  it  would 
hamper  or  hinder  any  progress  being  made  in  negotiations  that  are 
being  carried  on  with  our  allies  to  stop  this  trade  ?    Is  that  correct  ? 

Mr.  Leddy.  Yes,  sir. 

Senator  McClellan.  What  I  would  like  to  determine  is  whether, 
by  keeping  it  secret,  we  are  making  any  progress. 

These  charts  indicate  to  me  we  are  not. 

Mr.  Leddy.  I  think  we  are,  sir,  if  you  look  at  the  total  trade. 

Senator  McClellan.  I  am  looking  at  it  on  these  charts,  if  they  are 
correct. 

Mr.  Leddy.  Those  are  only  2  months  of  1953  compared  with  2 
months  of  1952.  I  think  the  total  flow  of  exports  into  Communist 
China  in  1052 

Senator  McClellan.  Well,  we  showed  the  comparison  of  the 
amount  of  shipping  on  this  other  chart,  which  tremendously  increased. 

Mr.  Leddy.  Yes,  sir.  On  the  other  hand,  I  do  not  think  it  is  true 
that  we  should  consider  that  that  shipping  represents  cargo.  In  fact, 
we  know  it  doesn't  always. 

Mr.  Flanagan.  What  do  you  think  they  are  going  in  there  for,  Mr. 
Leddy? 

The  Chairman.  I  think  we  should  have  the  record  clear  at  this 
point. 

Mr.  Kennedy,  will  you  tell  us  what  the  principal  British  exports  to 
Red  China  have  been  over  the  past  period  of  time,  and  what  the  princi- 
pal imports  from  China  to  the  United  Kingdom  have  been  ? 

And  then,  Mr.  Leddy,  will  you  listen,  and  will  you  tell  us  whether 
you  think  this  is  aiding  or  hurting  China's  war  efforts? 

Mr.  Kennedy,  there  is  a  matter  on  the  floor  in  which  a  number  of 
us  are  interested. 

I  think  we  will  adjourn  until  tomorrow  morning  at  10:30,  if  that 
is  agreeable  to  the  committee. 

(  Whereupon,  at  noon,  the  hearing  was  recessed  until  10:30  a.  m., 
Thursday,  May  21,  1953.) 
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[London  Sunday  Express,  April  19,  1033] 

Customs  Men  Keep  Watch  for  Strategic  Carcoes,  But — Bia  Boost  in  Our 

Trade  to  China 

exports  top  a  million  in  a  month 
(By  Gerald  Scheff) 

April  10,  1953. — British  exports  to  Red  China  are  soaring.  In  January  they 
reached  a  value  of  £1.200.000 — against  £74.000  in  the  same  month  last  year.  In 
February  they  totaled  £835,000,  compared  with  £42.000  in  February  10.12. 

The  increases  are  mainly  in  textiles,  such  as  wool  tops,  and  chemicals. 

And  this  stepping-up  of  shipments  may  continue.  One  sign  of  that  disclosed 
yesterday  is  that  since  a  system  of  licensing  came  into  force  on  March  31,  the 
Ministry  of  Transport  has  issued  30  permits  to  ships  sailing  for  China. 

Mr.  Eden,  in  his  talks  in  Washington,  agreed  that  no  British  ship  could  go 
to  China  or  North  Korea  except  by  Ibe  authority  of  the  Ministry. 

There  are  about  250  items  on  the  list  of  embargoed  goods. 

Customs  men  are  keeping  watch  on  cargoes  of  strategic  goods  which  might  be 
shipped  to  agents  in  free  ports  for  reshipment  to  China. 

But  the  Government  is  willing  to  allow  more  trade  with  China  in  nonstrategic 
materials. 

PEKING    ORDERS 

Last  year  Britain's  total  exports  to  Communist  China  were  valued  at  £4,500,000 
and  imports  from  there  at  £2,290,000.  January  imports  alone  this  year  were 
£700,009. 

Government  officials  tell  me  that  the  .Tanuary-Fehruary  increases  were  in 
large  part  due  to  orders  placed  by  the  Peking-controlled  China  National 
Import-Export  Organization.  Some  came  through  the  London  Export  Cor- 
poration, set  up  last  year  by  British  businessmen  after  the  Moscow  economic 
conference. 
An  official  of  the  corporation  said  yesterday:  "British  shipowners  have  told 
us  not  to  worry  over  getting  shipping  space  for  exports  to  China. 

'very  patient' 

"They  told  us  this  after  the  reports  that  Senator  McCarthy  in  America  was 
asking  shipowners  to  withdraw  their  ships  from  trade  with  China. 

(Senator  McCarthy  has  said  his  committee  intend  to  probe  Iron  Curtain  trad- 
ings of  ships  owned  by  Britons,  Norwegians,  and  Italians  if  these  owners  have 
agents  in  America.) 

"A  little  machinery  has  been  shipped  in  addition  to  textiles  and  chemicals. 
But  there  is  difficulty  in  getting  licenses  for  big  potential  orders  for  industrial 
machinery  equipment. 

"However  the  Chinese  buyers  are  very  patient,  and  we  are  hopeful  of  modifica- 
tions by  the  Government." 
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SUPPLEMENTAL   DATA 

No.  3 

Non-Communist  registered  merchant  ships  trading  with  the  Soviet  bloc  in  Far 

East,  1052 


Ship 

Flag 

Number 

of 
voyages 

Ship 

Flag 

Number 

of 
voyages 

Admiral  Hardy . 

BR 
BR 
IT 
PA 
OR 
OR 
OR 
BR 
OR 
OR 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
PK 
PA 
BR 
BR 
BR 
OR 
BR 
BR 
IT 
BR 
OR 
BR 
JA 
DA 
BR 
NO 
BR 
BR 
BR 
BR 
BR 
OR 
OR 
BR 
OR 
BR 
OR 
PK 
PK 
IT 
PK 
BR 
BR 
OR 
OR 
PK 
BR 
BR 
BR 
BR 
BR 
FR 
BR 
DA 

6 
1 
1 

1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
2 
1 
1 
M 
1 
1 
1 
1 
1 
1 

(') 

1 
1 
1 
1 

(') 

2 
3 
1 
1 
1 
1 
3 
1 
11 
] 
1 
2 
2 

1 
1 
1 
1 

>3 
1 
1 
1 
1 
1 
1 
1 
2 
1 
4 
1 
1 
1 
1 
1 
1 
8 

22 

Helikon -  -  . 

BR 
JA 
BR 
NO 
NO 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
DA 
INT 
BR 
BR 
PK 
PA 
OR 
DA 
BR 
GR 
BR 
BR 
BR 
FI 
IT 
BR 
BR 
BR 
BR 
BR 
BR 
SW 
BR 
OR 
IT 
BR 
DA 
BR 
FI 
HO 
OR 
PI 
PA 
BR 
NO 
BR 
BR 
BR 
PA/CC 
OR 
OR 
BR 
PA 
PA 
BR 
BR 
PK 
PK 
PA 
FR 
BR 
PK 
PK 
BR 

3 

Apneas.          - 

Hino  Maru  No 
Hinpotamus.-. 

.  8 

1 

Aensl.ino  Bertani.          

5 

Asuadulce 

Hoi  Houw 

2 

Akti            

Hoi  Wong 

1 

Aiiakmon  .  

Hunan 

17 

Huneh 

19 

Anchiscs                         

Ineharran 

'3 

Antouis 

Inchislay 

»  10 

Inchkeith 

1  3 

Arnnlol  Hill.. 

Inehmav 

1 

Inchmull 

«2 

Astvana* 

Inchulva 

5 

Jacob  Jebsen 

1 

Jalakanya..  

1 

Johnstar 

1 

Beech  Hill 

Jollv 

Kaderbaksh  .     

3 

3 

Kaikorai 

0) 

l 

Kirsten  Maersl 
Kola. 

t 

1 

2 

Burmount 

Kyma 

Lantao ._   . -- 

1 

3 

Laurentian  HI 
Lauren  tian  La 
Ledsund 

1 

1 

<e... 

1 

Cod ar  Hill 

2 

Champlain --- 

Chios 

Liu  0 

1 

London  Banke 
Lord  Oladston 
Lord  I.loyd  Qe 
Mahadevi 

r 

1 

3.. 

1 

orge 

1 

1 

Claire  T 

Maiden  Hill 

1 

Malika 

1 

Mancalore 

1 

Maple  Hill - 

1 

Maria  Los 

1 

Darfirld 

Maria  Louisa  ' 
Marian  the 

I... 

1 

2 

Marie  Skou -- --- 

1 

Marietta 

0) 

Dundalk  Bay 

Marita  Thordc 
Meko 

n 

1 

(') 

Mentor 

1 

Ellas  G.  Kulukundis 

Miramar.. 

1 

Flini  Stath'Ltos 

0) 

Mount  Royal 

1 

Mui  Hock  ...  

2 

Mulberry  Hill 
Muswell  Hill.. 

1 

1 

1 

(') 

Nedon 

1 

NicLos  Pater 
Nordicstar 

as 

1 

Fir  Hill 

1 

(') 

(') 

Northern  Olov 
Nottinehill... 

7 

(') 

1 

Ocean  Kndenv 
Ocean  Kntcrpi 

or 

1 

Ise 

1 

(') 

1 

1 

Paklst  in  Prog 

PaKlstan  Pros 

|   Palamacotta.. 

ress 

1 

lerity 

1 

Heinrich  Josscn 

1 

See  footnote  at  end  of  table. 
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No.  3 — Continued 

Non-Communist  registered  merchant  ships  trading  with  the  Soviet  bloc  in  Far 

East,  1952 — Continued 


Ship 

Flag 

Number 

of 
voyages 

Ship 

Flag 

Number 

of 
voyages 

Para       

NO 

OR 
BR 
IT 
BR 
BR 
BR 
IT 
IN 
PA/CC 
PA 
PK 
PK 
DA 
OR 
NO 
BR 
BR 
BR 
PA 
J  A 
BR 
BR 
BR 
BR 
BR 
BR 
BR 
TA 
OR 
SW 

2 
1 

(0 
1 
1 
2 
1 
1 
1 

I  1 

1 

2 

1 

2 

19 

i  10 

19 

i  4 

12 

1 

7 

1 

1 

1 

2 

1 

1 

2 

4 

Sycamore  Hill 

Tai  Ping  Yang 

BR 
NO 
NO 
NO 
BR 
BR 
JA 
JA 
NO 
NO 
BR 
JA 
BR 
BR 
OR 
SS 
NO 
BR 
JA 
FI 
BR 
PA 
BR 
NO 
JA 
BR 
BR 
BR 

Plymouth  Star 

Tai  Shan 

Tai  Yin 

Popbr  Hill 

Taichungshan 

»10 

Rajih 

Taikinshan-. 

Ranee         - 

Taishin  Maru  No.  1 

Takuzan  Maru. 

Rialto 

Talabot 

Tarn      

Tarsian 

Safina  E  Arab 

Tatsuvasu  Maru 

Tefkros  

Telemachus 

Theofano  Livanos 

Safinp  E  Tnrif] 

l  7 

Silly  Maersk    .  .  

Ticino 

San  Eduardo 

Torrens  

San  Ernesto 

Tulse  Hill 

Unkai  Maru  No.  1.  - 

Vaasa __    

Shonan  Maru 

Wembley  Hill 

Shun  Lee 

Willa 

C) 

Silversandal 

Wo  Sang 

Silvcrtarn. .  

Wyvpm 

Somali     ..  

Yamazumi  Maru 

Sfinfirth.. 

Yamaska 

S  tin  hope 

Yochow 

3 

Stanreilm 

Yunnan       ,     , 

24 

Star  Side 

Stylianos  N.  Vlassopulos 

Bunnanbris 

>  Also  reported  trading  between  Communist  ports. 


BR— British 

CC— Chinese  Communist 

CR— Costa  Rican 

DA— Danish 

FI— Finnish 

FR-French 

GR— Greek 

HO— Honduran 

IN— Indian 


FLAG  ABBREVIATIONS 

IT— Italian 
J  A— Japanese 
NO— Norwegian 
PA — Panamanian 
PI — Philippine 
PK— Pakistani 
SS— Swiss 
SW— Swedish 
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Athene  Maritime  (ship) 93 

Atomic  Energy  Commission 124 
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Chios  (ship) 154 
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Denmark 135,  136 

Draculis  Co 93 

Duane,  Bob 77 

Duke  of  Athens   (ship) 154 

Dulles,  John  Foster 120,  121,  122,  123,  129,  154 

Dulhs-Eden  conversations 108,  145,  151 

Dundalk  Bay   (ship) 154 

Dutch    Government 125 

Eastivay    (ship) 154 

East-West  trade S6. 123.  126 

Eastern    Europe 90, 117, 118 

Economic  Cooperation  Administration 85,87,95,96 

Economic  Defense  Advisory  Committee 124,127 

Edcndalc  (ship) 154 

Eden-Dnlles  conversations 108, 145, 151 

Eisenhower,  Dwiglit  D S4, 146 

Elias  a.  Kvlukundis  (ship) 154 

Elini  St  a  that  os  (ship) 154 

Empire  Wallace   (ship) 83 

Ernebank    (ship) 154 

Euphrates  (ship) 154 

Europe 66,  68,  71,  74,  81,  84,  S6, 121 

Euston  (ship) 70, 154 
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Export-Import  Bank 124 

Fakir jce  Corcasjce  (ship) 154 

Far  East 69,  79,  98, 101, 121, 126, 127, 154, 155 

Far  Eastern  Conference 79,  81 

Fausfa  ( ship) 154 

Fiducia   (ship) 154 

Finnish  vessels 66,  130, 154, 155 

Fir  Hill  (ship) 154 

Fitzgerald,  Dr 88,  89 

Flintshire  (ship) 154 

Foochow,  China 70 

Foreign  Affairs  Committee,  House  of  Representatives 128 

Formosa 68,  72,  74,  76,  77,  80,  81,  94,  99,  126 

Foster,  Mr 88,  89,  95 

Fotini   (ship) 154 

France 68,  90,  127 

Franta    (ship) 154 

French  Government 71,  125,  127 

French  vessels 66,  71,  90,  130,  154 

Futura    (ship) 154 

Galveston,  Tex 69,  70 

General  Services  Administration 67,  6S,  69,  71,  72,  75,  78,  81,  87 

German  flag  vessels 66 

Germany 79,  139 

Glen  Line 69 

Glcnartney  (ship) 154 

Glenbeg    (ship) 154 

Glenearn    ( ship ) 154 

Glengarry    (ship) 154 

Qlenglyle    (ship) 154 

Goodkind,  Louis  W 150 

Greece 134 

Greek   Government 108 

Greek  London  Ship  Owners  Committee 68 

Greek  vessels 66,  92,  93,  130,  134,  135,  137.  153.  154.  155 

Grenoble  (ship) 154 

Halaby,  N.  E.,  testimony  of 82-93 

Hamburg 68 

Hansen,  Haldore 96 

Hansen,  Kenneth  R 89,94 

Testimony  of 95-123, 142-150 

Prepared  statement 126-128 

Hanyang  (ship) 154 

Harriman,    Mr — 75,  S5,  S8,  89,  97 

Heinrich  Jessen   (ship) 154 

Hclikon  (ship) ; 154 

Hino  Maru  No.  S  (ship) 154 

Hippolamus  (ship) 154 

Hoffman,  Mr SS,  89,  95.  97 

Hoi  Homo   (ship) 154 

Hoi  Wong    (ship) 154 

Honduran   vessels 66, 154 

Hong    Kong,    China 70,  80,  90,  110,  111,  131, 133, 136, 137,  138, 140, 148 

House   of  Commons 90 

Hunan  (ship) 151 

Hungnam,  Korea S4 

Hupeh  ( ship ) 154 

Incharran  (ship) 154 

InchisJay    (ship) 154 

InchkeitJi   (ship) ir>4 

Inchmay  (ship) 154 

Inchmull  (ship) 154 

Inchon,    Korea 84 

Jnchulva  (ship) 154 
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Indonesia 117 

Information  Service,  State  Department 79 

Interior   Department 124 

Iron  Curtain 119,  140,  147 

Italian  vessels 66,  69,  130,  151,  154,  155 

Italy 68 

Jacob  Jebsen  (ship) 154 

Jalakanya  (ship) 68,  154 

Japan 68,  69,  76,  80,  138,  142,  144 

Japanese  vessels 66,  130,  154,  155 

Johannesburg 78 

Johnsiar  (ship) 68,  154 

Jolly    (ship) 154 

Kaderbaksh  (ship) 154 

K  a  ikora  i    ( ship ) 154 

Karachi 68 

Kassos    (ship) 154 

Kennedy,  Robert  F.,  testimony  of 65-72,  130-141 

Kiersten  Maersk  (ship) 93,  154 

King,  Clyde  M 95 

Kola    (ship) 154 

Korea 83,  84,  86,  88,  91,  110,  140 

Korean  war 69,  71,  83,  84,  86,  87, 116, 117, 118, 129,  132,  140 

Kremlin 117 

Kyma    (ship) 154 

Lantao    (ship) 154 

Laurentian  Hill  (ship) 154 

Laurentian  Lake  (ship) 68,  154 

Leddy,    John    M 94 

Testimony    of 95-123,    142-150 

Prepared    statement 123-126 

Ledsund    (ship) 154 

Lee,    Mr 107 

Leise  Maersk   (ship) 93 

Lemas,   C.    M 68 

Liu  O    (ship) 154 

Lloyd's  Register 93 

London,    England 78 

London  Banker   (ship) 154 

London  Export  Corp 151 

London   Sunday  Express 92,  151 

Lord  Gladstone  (ship) 154 

Lord  Lloyd  George   (ship) 154 

Luxembourg 138 

Macao 90,  138 

Mahadevi    (ship) 154 

Malaya 110,  111,  112,  116,  117,  118 

Maiden  Hill  (ship) 154 

Malika    (ship) 154 

Manqalore   (ship) 68, 154 

Maple  Hill  (ship) 154 

Maria  Los   (ship) 154 

Maria  Louisa  R.    (ship) 154 

Marianthe   (ship) 154 

Marie  Skou  (ship) 154 

Marietta    (ship) 154 

Marita   Thorden    (ship) , 154 

Maritime   Administration 83 

Mason,  Arthur  S.,  testimony  of —  72-82,  83,  93-94 

Meko  (ship) 154 

Mentor  (ship) 93,  94 

Military  Sea  Transportation  Service ^~'r? 

Mindanao    (ship) 1°"* 

Miramar  (ship) 70.  154 

Moji 68 
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Moller   Co 93 

Morina    (ship) £0 

Morris,   Newliold 85 

Moscow,  Russia 151 

Mount   Royal    (ship) 154 

MM  Hock    (ship) 154 

Mulberry  Hill    (ship) 154 

Muswcll  Hill  (ship) 154 

Mutual  Defense  Assistance  Control  Act 123 

Mutual  Security  Agency 65,66,67, 
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Nadir    (ship) 154 
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Nash,  Frank 76,  85,  98 

National  Defense  Reserve  Fleet 83 

National   Rubber   Bureau 10^ 

National  Security  Council 84,  85,  99, 100, 101, 122, 127, 128, 146 

National    Shipping   Authority 83 

Nationalist    Chinese 140 

NATO 87 

Navidad   (ship)__-_ 154 

Nedon    (ship) 154 

Netherlands  Government 108,  109,  127 

Netherlands    vessels 130 

Newport  News,  Va 68 

Nicholas  Pateras  (ship) 68,  154 

Nidon    (ship) 76 

Nordic  Star  (ship) 75,  76,  82,  93,  94,  154 

Noreig    (ship) 154 

Norina    (ship) 154 

North  China 70 

North  Korea 90,  140,  151 

Northern  Glow  (ship) 154 
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